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In the Record 


Why the Strong Capital Goods Market? 


Demand for capital goods seems to be strengthening. But 
for how- long? That is the big question discussed in the 
monthly survey of business appearing in this issue (page 
135). So far, the evidence points to a broad demand affect- 
ing all durable goods industries. The main incongruity in 
the picture is the roller-coaster behavior of capital outlay 
figures—not exactly in keeping with cyclical theory. 


Tracing the Flow of Money 


In February of this year, individuals and business con- 
cerns were writing larger checks—or rather the total written 
counted up to more dollars—than in the corresponding 
months in 1946, 1947, 1948 and 1949. Just the same, both 
the payments and the receipts of manufacturing corpora- 
tions have been slipping, quarter by quarter, since the fourth 
quarter of 1948. Actually, balances maintained at banks 
vary amazingly little—in the aggregate. This fact indicates a 
simple working of the principle: you have to buy (materials, 
labor) in order to sell, and you have to sell (goods, 
services) in order to buy. Even if you profit, the money 
goes out of the checking account. There seems, however, 
to be a discernible pattern to this inflow and outflow of 
corporation money: for manufacturing concerns year after 
year tend to spend more in the fall and winter months— 
and take in more money during the spring and summer 
months. The relation of size of company to bank balance 
and the use of government securities as a controller of the 
size of the checking account are other aspects of “How 
Manufacturers Use Their Cash” (page 155) . 


This Rendering unto Caesar Is Expensive 


Should corporations be paid for acting as collection agents 
for the government? Taxes are taxes and must be paid 
one way or another. But the number of tax returns many 
corporations have to make under the rulings of the various 
taxing units is tremendous. According to a letter received 
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by Tue ConrerENcE Boarp, one company files annually as 
many as 120,000 returns—10,000 of them accompanied by 
remittances. Some strong statements as to what should be 
done to eliminate some of both the detail and expense of 
this tax work is contained in this month’s survey of business 
practices (pages 130 and 163). 


Unemployment and the New Minimum Law 


The purposes behind minimum wage legislation are usu- 
ally given as those of reducing unfair competition, giving 
lower-income workers more purchasing power, helping main- 
tain the wage structure in depression times, and in general 
making possible a decent standard of living for all workers. 
These are pretentious goals to ask of any law. A study of 
the earlier wage legislation indicates that, in the industries 
most affected by the imposed minimums, employment fell 
as mechanization was introduced to offset the higher wages. 
Will this happen again, now that the minimum has been 
raised? There are several reasons why it may not be so 
easy to offset the rise this time, according to the study of 
the situation that starts on page 141. 


Control for Chaos—on the Farm 


One of the troubles with the present farm program is that 
corn farmers who want price support are controlled as to 
the amount of corn they can grow but can grow other crops 
to their heart’s content (without price support). Just so are 
cotton farmers limited only in the acreage they can plant 
to cotton. This means a topsy-turvy brand of no control in 
the aggregate—but plenty of control as to how much a 
wheat farmer can plant to wheat, a tobacco grower to 
tobacco, etc. Even more serious in the long run is the new 
and growing problem of surpluses in perishable foods. Right 
now the principal one is what to do with all the pork—many 
pounds of which are likely to end up pretty soon in govern- 
ment warehouses. Will surplus pork then turn out to be 
a more serious sequel to the potato scandal? (See story on 
page 151.) 
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The Tax on Taxes 


ILING tax returns today is a far cry from those 

days when the treasurer of a company “could fill 
out a federal tax return in about fifteen minutes, at- 
tach a small check and call it a day.” In fact, the job 
has become so complex that nearly half of the one 
hundred and twenty-five manufacturing companies 
cooperating in this month’s survey report that they 
maintain tax departments. Three fourths of the com- 
panies find that they need the full or part-time advice 
and assistance of special tax attorneys and account- 
ants in filing returns which sometimes number over a 
quarter of a million for a single company. 

All of which costs money. This “tax” on taxes 
amounts to 0.1% of sales for the average company 
reporting and is 1.5% of the total amount paid in 
taxes. This is the cost of keeping records, and pre- 
paring, filing, and defending federal, state and local 
tax returns. 

Although many companies are resigned to this bur- 
den and some even feel that current compliance pro- 
cedures are necessary to insure fair taxation, the ma- 
jority of companies have one or more suggestions as 
to how industry’s burden could be lightened with no 
appreciable loss to the taxing bodies. Less frequent 
returns, standardization of municipal and state tax 
laws and procedures, and centralization of taxing 
authority are the major recommendations. 


COST OF COMPLYING 


The cost of complying with tax regulations is not 
borne entirely by the accounting or tax departments 
or those employees directly connected with tax mat- 
ters. Almost every department in the company must 
keep some record or make some report which is need- 
ed for tax purposes. Because of this, some companies 
indicate that it is impossible to accurately estimate 
the cost of complying with tax regulations. 

Nearly half the companies which gave the cost of 
keeping necessary records and of preparing, filing and 
defending federal, state, and local tax returns of all 


Table 1: Cost of Complying as a Percentage of Sales 


No. of 
Companies 


% Range 


types report that their costs, as a percentage of sales, 
are less than 0.1%. All except a few of the remaining 
companies say that their costs are between 0.1% and 
0.5%. Only one company in ten finds the cost of com- 
plying with tax regulations greater than one half of 
one per cent of sales. 

Although these costs, expressed as percentages, 
seem small, the dollar amounts are impressive. For 
example, one company reporting its cost of tax com- 
pliance as only 0.1% of sales, notes that this amounts 
to $300,000. 

Over half the companies that could make estimates 
state that the cost of tax compliance is more than 
1.5% of the tax bill. Seven manufacturers report the 
cost as above 5%. Only one out of eight estimates 
costs at less than 0.1%. 


Internal-external Cost 

The cost of complying with tax regulations is in 
the main an internal cost. Four out of five of the 
reporting companies indicate that approximately three 


Table 2: Cost of Complying as a Percentage of the 
Tax Bill 


No. of 
Companies 


Lessithan O05 22. niece on cee eee 3 


% Range 


Table 3: Internal Cost as Percentage of Total 
Tax Cost! 


No. of Reporting 


% of Internal Cost 
Companies 


5 

23 

14 

15 

GO09 2 ie 135 sith bien d vote matirticieatetes Glevets ue anid a ears 8 
3 

2 

1 

1 

72 


Internal cost: cost of such activities as record keeping, filing returns, preparing 
fete festifying, ete. External cost: cost of tax services, fees for attorneys or con- 
sultants, etc. 
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fourths of their costs are internal. External expenses, 
such as subscribing to various tax services, fees or 
retainers of tax attorneys, tax accountants, and other 
consultants, represent the remainder. 

The accounting department bears the brunt of the 
internal cost of maintaining tax records. Where there 
is no tax department, the accounting department is 
also responsible for keeping abreast of tax laws and 
filling out and filing returns. The pay-roll department 
usually takes care of the Social Security and with- 
holding taxes and forms. The legal department or 
company counsel usually has the job of interpreting 
tax laws and contesting tax decisions. 


Number of Returns 


The number of different tax forms filled out by 
cooperating manufacturers ranges from a low of 
twelve to 5,000. The higher number of returns are, of 
course, from those organizations doing business on a 
nationwide basis. These companies make out returns 
for practically every political subdivision in which 
they operate. 

Some organizations call attention to the total num- 
ber of information-type forms they are required to 
fill out during the year. When these information re- 
turns are added to regular tax forms, the number of 
returns sometimes skyrockets to more than a quarter 
of a million. For example, a chemical company states: 


“Nearly 2,000 tax returns were filed during 1949. These 
figures do not include approximately 135,000 federal, 
state, and local information returns reporting employees’ 
salaries and wages and taxes withheld, nor approximately 
115,000 information returns annually filed with federal 
and state governments covering stockholders’ dividends. 
The total exceeds 250,000.” 


A machine-tool] manufacturer states: “In the past 
year we had to file forty-two separate returns of one 
sort or another and in addition had to submit 12,000 
earnings reports.” 

And a food products company says: 


“We estimate that there are approximately 120,000 
returns filed annually with the various governmental 
taxing agencies. Of this number, about 10,000 represent 
tax returns which are accompanied by remittances. The 
remaining number represents information and: miscella- 
neous returns.” 


SUGGESTED RELIEF 


Many manufacturers have ideas which they believe 
would ease the burden on themselves and still provide 
the taxing authorities with the same revenue. The 
following are the most frequently suggested recom- 
mendations. 

The most frequent complaint is about the wide 
variation between state tax laws which complicates 
tax compliance for companies operating in many 


states. A large number of manufacturers feel that 
state laws, as well as tax forms, could be standardized 
sufficiently to allow for the filing of the same informa- 
tion in each state. This does not preclude interstate 
differences in tax levies. As a railroad equipment 
manufacturer expresses it: “I appreciate that no two 
states could, because of economic and social differ- 
ences, have identical tax systems, but where taxes are 
similar in principle they could be made similar in 
administration.” 

Another suggestion is to make the state the sole 
taxing body within its confines. Under this plan, the 
state would be the distributing agency to the various 
counties, cities, townships, etc. This plan, which is 
similar to that now used for real-estate taxation in 
some states, would eliminate many of the intrastate 
returns now necessary. Here again, the total rate or 
the amount paid to each agency could remain the 
same. 


Less-frequent Returns 


Another suggested means of reducing the burden of 
complying with tax regulations is less frequent re- 
turns. Executives are especially critical of. informa- 
tion-type returns that must be filed several times a 
year. Savings, it is suggested, would result if estimat- 
ed payments could be made periodically and final 
adjustment made annually. 


Combining and Eliminating Reports 


Some companies believe that certain federal reports 
should be combined, especially the withholding and 
Social Security reports. Comments a paper manu- 
facturer: “The recent integration of quarterly with- 
holding tax and Federal OASI reports effective Janu- 
ary 1 of this year is a move in the right direction.” 
A disadvantage, however, is cited by a steel company, 
which feels that in this case the possible gain was lost 
by reason of the more frequent filing of social security 
information: 


“A case in point is the new combined method of report- 
ing Social Security and withholding taxes on the same 
form and paying such taxes monthly. Previously, the 
Social Security taxes and returns were filed quarterly. 
This change in procedure necessitates a great deal of ad- 
ditional work.” 


Sales-tax and use-tax reports are a source of annoy- 
ance to some manufacturers. This is especially true 
where reports are required on a monthly basis and the 
amount of revenue collected is almost negligible. Such 
insignificant taxes, it is suggested, should be eliminat- 
ed or collected only once a year. 


Tax Collectors Should Be Paid 


There seems to be disagreement among some of the 
manufacturers as to who should pay for the cost of 
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complying with tax regulations. “An allowance to the 
taxpayer in connection with the expense connected 
with withholding would not be out of order” is the 
suggestion made by an industrial machinery manu- 
facturer as well as several other companies. 

Directly opposed to such a view is the statement 
from an air-conditioning manufacturer that “compen- 
sation for this ‘service’ would be immaterial as the 
various governmental agencies would find it neces- 
sary to increase each tax bill to provide the reimburs- 
ing funds.” A petroleum products company opposes 
the view of making the Federal Government collect 
its own taxes by saying: “I am inclined to feel that 
collection at the source is accomplished with a mini- 
mum over-all cost to the general economy. If admin- 
istration were entirely in the hands of the taxing 
authorities, the yield from such tax would be substan- 
tially lessened by increased enforcement cost, plus tax 
avoidance and evasion—which would entail a further 
increase in tax revenue required.” 


Revenue Sources Clearly Defined 


Some cooperating manufacturers believe that fed- 
eral, state and local sources of revenue should be 
clearly defined, and that the different units of govern- 
ment should be restricted in types of taxes they may 
impose. At present, there is quite a bit of overlapping 
and duplication of taxing effort. 

Various other suggestions advanced by cooperators 
include simplifying the various tax returns, reducing 
the information required to a bare minimum, and 
spreading the various due dates for the taxing author- 
ities over the year (most tax returns are now due 
within the first few months of the year). Still another 
suggestion is that more time should be allowed be- 
tween the passage of a tax law and its effective date 
to enable the taxpayer to become familiar with the 
new law and to establish a system for complying. 


TAX DEPARTMENT 


To the tax department falls the job of keeping 
abreast of new tax laws and the filling out and filing 
of tax reports. As a rule, the tax department does 
not keep the records necessary for filling out returns 
but calls upon the appropriate department, usually 
accounting, for the required information. 

Because of the increasing number of tax returns and 
tax laws, it is not surprising to find that nearly half 
the companies cooperating in this survey maintain 
tax departments. Several companies state that, while 
they do not maintain a tax department as such, one or 
more employees of the accounting department devote 
their full time to tax matters. 

The size of the department varies considerably. 
In six companies, a single individual handles tax 
matters. A petroleum company, however, has a tax 


department in each of its divisions and a total of 
seventy-two people doing tax work. 

Nearly half the fifty-three tax departments reported 
have two, three, or four members. The average de- 
partment has four members. 


Table 4: Size of Tax Department 


No. of 

No. of Employees Companies 

Answering 
b Rarer ae Price tat chclons Djowio po ere OaIIes cleo lp oaks 6 
RRA ae tiie Caat Oicis OIE or ol Iote RG SOR ocho ie bid ra. o0 6 8 
+s RN A ORRIN Pica 03,5 PRES ie RR er SET CARON CO. cnn 8 
te Meet tnt FS men cick Gg earn SOE EO COUT 8 
Bain ore Roane fa Peas ch eNOS ors, Seat are ole Grebe yeRecian wettee 3 
PANTER PRG Oa AO ac otter ota ERR NS Enea ich 5 1 
{ PARR ocd. Serra Uno DOME UN oo naDo CoS ue Q 
b: ER reare tem ttots ya cs MIR: Chota 5 aC OLGA SANE FY (4 
1 eR rin PETE Sig OCA TE Mon Dr chUerC OS cide Nena Co Oc 1 
LO vii de. hata: ok Sh rae ad eee ks Cnet cnet. Q 
Gs ebiatscoth tere cal peas eee ere teats ics ou ret ocroney ede sensu ac miata tat ae i 
tly PEPE Oe Rie Rb ene Ceere We Ob aie A ane a abn RA a tion mea ns 1 
[1 | RR een corr NES Cis ioe Ean O08 0 So Oo Cidgrere alsa oD 3 
Overt 20 tcc oe re On cE ener ae Cone : 7 
Totals. Jc cet oe ee ee ean etre 53 


I ad hope ee IO MN IE REE A OY ES OE BO 2 
1Seven companies report that their tax departments consist of 21, 22, 23, 25, 28, 
39, and 72 persons, respectively. 


Table 5: 


Companies Employing or Retaining 
Tax Attorneys or Accountants 


Classification No. Answering 
Do not use outside help... ............0 02 eee eee 23 
Retain outside assistamce............-..+2--+ee scene 43 
’ Use outside help occasionally or as needed........... 35 
Total wie. elngeilo te tec hy teh al OMouist miele) oMaireh s).c fansite peites sels Uelselie io ap vale tal sis fix 101 


Following are descriptions of a few of the reported 
tax departments: 


“We maintain a tax department composed of two tax 
accountants and one clerk. Whatever additional clerical 
help is required is secured from general office help, includ- 
ing stenographic and tabulating.”—Industrial machinery 
manufacturer. 

* * * 

“We maintain a tax department which comprises two 
accountants as well as a tax attorney and a secretary.”— 
Automobile equipment manufacturer. 


* * * 


“The tax division is composed of two administrative 
and twenty-three accounting, clerical, and stenographic 
employees. Tax units of the legal department include 
thirteen attorneys, clerks and stenographers.”—Chemical 
manufacturer. 

* * * 

“We have a tax department composed of a tax attorney 
and twenty-two full-time employees, and 364 employees 
working part time on tax coding and necessary data for 


> 


tax returns.”"—A steel manufacturer. 


OUTSIDE ASSISTANCE 


Approximately half the cooperating companies find 
it necessary to retain outside assistance on an annual 
basis, while a third rely upon outside agencies as the 
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need arises. An air-conditioning manufacturer sums 
‘up his situation by saying: “We do not have a tax de- 
partment and do not retain a special tax attorney regu- 
larly, but we do employ tax specialists to some extent 
‘each year to hold our hand while we are working 
through the maze of data our tax reports require.” 

Less than one fourth of the companies indicate 
‘that as a rule they do not employ outside tax special- 
ists. A few of these companies qualify their state- 
ment by saying that the parent company retains a tax 
counsel and that they use this source instead of re- 
taining their own attorney. 


JAMES B. May 
G. CiarK THompson 
Division of Business Practices 


A Note on Reorganization 


WENTY-ONE plans dealing with reorganization 

of agencies of the executive branch were sent to 
Congress by the President on March 13, bringing the 
‘total plans submitted to twenty-nine since June of 
last year. 

Reorganization plans are one of the methods 
through which the recommendations of the Hoover 
Commission can be put into effect; the other two are 
legislative action and administrative action. Last year, 
Congress enacted the Reorganization Act of 1949, 
giving the President the power to initiate reorganiza- 
tion plans, an authority which had expired on March 
31, 1948. A reorganization plan becomes effective 
after sixty calendar days unless disapproved by a con- 
stitutional majority of either House. 

Eight reorganization plans were submitted by the 
President last year, six of which became effective. 
One plan, creating a Department of Welfare, was dis- 
approved by the Senate. The provisions of another, 
providing for a Department of Defense, were incor- 
porated in legislation passed by Congress. 

The plans which did become effective provided for 
the transfer of the Bureau of Employment Security 
from the Federal Security Agency to the Department 
of Labor; the transfer of the National Security Coun- 
cil and the National Security Resources Board to the 
Executive Office of the President; the transfer of the 
Public Roads Administration from the Federal Works 
Agency to the Department of Commerce; and the 
strengthening of the structure of the Civil Service 
~Commission, the United States Maritime Commission, 
| and the Post Office Department. 

Congress now has under review the twenty-one 
reorganization plans submitted by the President on 
March 13. Thirteen of these plans deal with the 
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centralization of authority in six executive depart- 
ments and seven agencies. Plans 1-6 refer to the 
Treasury, Justice, Interior, Agriculture, Commerce 
and Labor departments, transferring to the heads of 
these departments functions of subordinate officials 
and providing for administrative assistant secretaries. 

Similar provisions are contained in plans 7-13 re- 
lating to the Interstate Commerce Commission, the 
Federal Trade Commission, the Federal Power Com- 
mission, the Securities and Exchange Commission, 
the Federal Communications Commission, the Na- 
tional Labor Relations Board, and the Civil Aero- 
nautics Board. Under these plans, all responsibility 
for administration is vested in the chairman, and the 
President is given the power to designate the chair- 
man where this authority does not already exist. The 
plan dealing with the National Labor Relations Board 
(No. 12) abolishes the office of general counsel. 

Under Plan 21, the functions of the Maritime Com- 
mission are transferred to the Department of Com- 
merce. The plan further provides for establishing a 
Federal Maritime Board and a Maritime Administra- 
tion in the Commerce Department. 

The remaining plans deal with the transfer of vari- 
ous functions. The Bureau of Employees’ Compensa- 
tion is transferred from the Federal Security Agency 
to the Department of Labor. The Labor Department 
is also given the authority to enforce the laws dealing 
with the wages and hours of workers under federal or 
federally financed contracts. 

Five plans refer to the functions of the General 
Services Administration, created last year as a result of 
the Hoover Commission’s findings. Certain functions 
dealing with public works, community facilities, and 
school aid are transferred from the agency; other func- 
tions dealing with public documents and federal office 
space are transferred to the General Services Admin- 
istration. 

As previously pointed out, these plans will become 
effective after sixty calendar days unless disapproved 
by either House of Congress. B. M. 
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Point Four—An analysis of the President’s suggestion for 
making the benefits of our scientific advances and our 
industrial progress available to underdeveloped areas 
through private capital investment. The Department of 
State, December, 1949. 


The Market for Imported Consumer Goods in the 
United States—A survey of the import market for con- 
sumer goods as reported by representatives of department 
stores and buying offices purchasing abroad. National 
Retail Dry Goods Association, Association of Buying Offices, 
New York, 1949. 
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Earnings, Hours, 
Employment Trends 


ANUFACTURING employment dropped from 
M its December level of 11,513,000 to a total of 
11,456,000 production workers in January, 1950. Ac- 
cording to estimates by the Bureau of Labor Statis- 
tics, the nondurable goods group determined the 
downward pattern, with the food industry particularly 
hard hit by seasonal contractions. This industry re- 
ported 66,000 releases in January. Textiles followed far 
behind, with 13,000 separations over the month. 

Durable goods employment, on the other hand, in- 
creased from 5,965,000 to 6,007,000 from December to 
January, thereby reflecting a notable upswing in the 
manufacture of transportation equipment. Lumber 
was the only industry in the group to report a sizable 
decline, totaling 35,000 workers over the month. The 
number of production workers in stone, clay and glass 
also shrank in volume, although to a slighter degree, 
because of restrictive weather conditions. 


HOURLY EARNINGS AT PEAK 


Hourly earnings, at the year’s start, were higher 
than ever before—$1.418 in all manufacturing. In- 
creases did not exceed 3 cents in any of the industries 
covered by the Bureau of Labor Statistics, but they 
occurred in all but four groups. Workers in the trans- 
portation and paper industries experienced no change 
in their hourly earnings. Lumber and printing work- 
ers received slightly less in January than in the pre- 
ceding month. 


Weekly earnings in all manufacturing were at 
record level, although they were only a few cen 
above the December, 1949, peak. The average wa’ 
ered continuously last year because of the variatio1 
in hourly earnings and weekly hours, but from Jam 
ary to January it rose by about $1. 

Workers in the hard goods industries earned mo 
for a week’s work in January than in any other survs 
month. The gross average came to $59.81 for tl 
entire group, the result of a rise in pay rolls amor 
transportation equipment, primary metal and ele 
trical machinery manufacturers. The nondurab 
goods industries reported a minor increase in week 
earnings. It amounted to 5 cents over the moni 
since several sizable declines weakened the gener 
pattern of upward adjustments. Production worke 
in textile and paper mills and, especially, in printin 
plants received smaller pay envelopes. Increases pr 
vailed in all the other industry groups, however, fro 
December to January. 


FEWER HOURS WORKED 


In the latest monthly survey, the work week d 
clined from 40.0 hours to 39.8 hours. This was caus¢ 
by shorter hours in the lower-paid manufacturing i 
dustries and a seasonal expansion or return of strik 
bound workers in the higher-paid ones. Transport 
tion equipment workers, the third highest-paid grou 
studied by the bureau, extended their work week tk 
almost two hours in January, whereas the lumb 
force, which averages considerably less money < 
hour, worked over two hours less than in Decembe 
1949. 


Evizaseta M. Case. 
Statistical Division 


Earnings, Hours, Employment and Pay Rolls of Production Workers 


in Manufacturing Industries! 
Source: Bureau of Labor Statistics 


All Manufacturing Industries 


Nondurable Goods 


Liste A A A 1089 Aner are 100 Aver 
seal Sree | EEE | sano ‘ist 
Earnings Earnings Hours ‘ours 
Employment} Pay Rolls 

1948 December........ $1.400 $56.14 40.1 153.5 40.7 
1949 January.......... 1.405 55.50 39.5 148.9 40.1 
CDIUATY Stic eats 1.401 55.20 39.4 147.4 39.9 
March: nue sctasat 1.400 54.'74 39.1 145.3 39.5 
April 1.401 53.80 38.4 141.8 39.0 
Maysie.. 1.401 54.08 38.6 138.2 39.0 
June..... 1.405 54.51 38.8 138.4 39.2 
AU con le ae 1.408 54.63 38.8 136.9 38.8 
AUIZIIBtsoeees xt els 1.399 54.70 39.1 141.1 39.3 
September 1.407 55.72 39.6 143.7 39. 6r 
October). 4: <i 1.392 55.26 39.7 138 .8r 39.9r 
November........| 1.8937 54.74r 39.3r 137.7 39 .3r 
December........ 1.410 56.40 40.0 140.5 40.3 

1950 Januaryp......... 1.418 56.44 cot! i een! WS i 40.3 

1Revised series pPreliminary estimate 
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Business Highlights 


New Buying Boom? 


I aera opens the second quarter with sights 
trained on the second half. 

Rarely in the last two years have so many current 
trends looked so good as right now after a month’s 
‘ecovery from the coal strike. And confidence is 
strong that business in general will hold its high levels 
through most of the quarter and maybe even into the 
second half. But what then? 

One force in the current surge is the need to catch 
up on strike losses in output and stocks of coal, steel, 
and autos. 

e When the miners went back to the pits last 
month, there were only 20 million tons of coal in 
stocks or in transit—a third or fourth of normal. To 
make up the normal pile would take full-time output 
close to or beyond midyear. 

e Prior to the coal pinch, steelmakers had been 
producing enough to rebuild users’ stocks well before 
midyear to the prestrike levels of six months ago.! 
After the output losses, owing to the coal strike, it may 
well take the mills at least the rest of this quarter to 
bring stocks up to that level. 

e Car manufacturers had planned at the start of 
the year to reach record assemblies in March and then 
maintain high levels for a while. For Detroit was 
faced both with extremely low stocks of new cars at 
dealers and indications of peak demand in the first 
half.2 The Chrysler and coal stoppages have meant 
a loss equal to about two weeks of full output. To 
catch up could require peak activity to or past mid- 
year if consumer demand holds anywhere near these 
first expectations. 

Such high production purely for inventory is short 
lived, of course. Among other industries, which have 
been running high for six months or more, demand 
for output to rebuild inventory is much less pressing. 
It may even let down during the current quarter. 
That is true of soft goods generally. Indeed, there 
are plenty of analytic reasons to conclude that cur- 
rent levels of ultimate demand (aside from inventory 
building) cannot indefinitely support over-all indus- 
trial production at its January index level of 183. For 
example, coal-steel-auto inventory demand alone may 
account for almost five points of the current over-all 
production index, which this month may approach 
or even pass the January level. Other purely inven- 
tory demands may account for as much as that. 

Still, the deferral of inventory demands in coal, steel, 


1See March Business Record, page 93. 
2From last year’s Federal Reserve survey of consumer buying 
intentions. 


and automobiles almost up to and perhaps into the 
second half is a strong prop for the current high rate 
of activity. It alters, if not upsets, the frequent fore- 
casts at the start of 1950 of a good first half and a 
dubious second half year. 
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Other shifts in key trends have also tended to build 
confidence—or at least weaken doubt—in second- 
half prospects. At the outset of 1950, business recov- 
ery seemed to be based largely on increased consumer 
and inventory demand. There were strike losses to 
be made up from last fall and stocks of soft goods 
to be rebuilt after 1949 depletions. Meanwhile, con- 
sumer buying was not only holding up but rising, 
sparked by spectacular car sales and booming home- 
building starts.1 The 1950 veterans’ insurance divi- 
dend was also to help retail sales. 

Even so, three months ago, many observers pointed 
to possible major weaknesses in the outlook. Capital 
outlays for new plant and equipment were lower and 
plans for 1950 were down further. Exports had 
shrunk and were slated to diminish, along with fed- 
eral foreign aid. No further stimulus from national 
defense was budgeted. And after midyear not only 
were inventory demands expected to drop, but, also, 
there was much talk of second-half declines in car 

ISee January Business Record, page 5. 
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assemblies and housing activity and even other con- 
sumer lines. The idea was that no purely consumer 
boom could last. 

But a few things have happened in the three months 
to affect second-half prospects, in addition to the de- 
ferrals of restocking of coal, cars and steel. They in- 
clude: 


e A puzzling strengthening in the current demand for 
capital goods; 

e A continued surge—in part expected—in consumer 
buying; 

e A rising pressure for a stepup in national defense 
budgets. 


As long ago as December 31, 1949, Tae ConFERENCE 
Boarp, in its Weekly Desk Sheet, called attention to 
rising new orders for machinery, posed the query 
“Rally or flurry in capital goods?” and concluded: “If 
the recent figures do indicate a trend, that trend may 


well prove to be the feature of the business scene 
in 1950.” 

Now the evidence is plain on all sides that capital 
goods have picked up strength (see charts below). 
New orders, sales, and output of machinery began to 
run higher in the first quarter. 

Orders even outran sales in January, for the first 
time in three years. This is a key point. Before, 
machinery makers had been filling order backlogs 
that piled up in the first two postwar years. That 
process could not last. By now backlogs have dropped 
to about three months of sales—almost as low as in 
1940. 

Finally, capital outlay plans for the second quarter 
of 1950 are just as bright as the first quarter’s, after 
seasonal adjustment. And actual plans, without ad- 


1Karlier, in the Desk Sheet of December 10, 1949, and, later, in the 
January Business Record, the point was also made that, after adjust- 
ment for seasonal variation, capital outlay plans for the first quarter 
of 1950 equaled or topped those of the fourth quarter of 1949. 
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justment, are even larger in the second than the first 
quarter. 

The puzzle is what to make of these signs of 
strength in light of the reported plans of business 
for 1950 as a whole. Plans for the year are down— 


CAPITAL OUTLAYS 


PLANNED FOR @ND HALF ® 


M 1948 (949 1950 


- . « Lhe Second Half? 


suggesting a sharp fall in outlays in the second half. 
The McGraw-Hill survey of industry’s expenditure 
plans for plant and equipment earlier reported a 14% 
decline for the year from 1949 outlays. The brand- 
new commercial and industrial survey jointly being 
made by the Department of Commerce and the Securi- 
ties and Exchange Commission indicates a quite simi- 
lar decline for the year as a whole. Yet the very same 
businesses have also reported their plans for the first 
half-of 1950 specifically. By simple subtraction of the 
high dollar outlays planned by business for the first 
half from those for the full year, the planned outlays 
for the second part of 1950 can be figured. They 
emerge at a much lower level. (See chart above.) 

It is perfectly possible, of course, that this will be 
the 1950 pattern—that capital outlays will hold up in 
the first half and then drop again sharply in the sec- 
ond half. In that sense, the new figures lift none of the 
gloom that earlier shrouded the second half in so 
many New Year’s forecasts. 


WATCH THE ROLLER COASTER 


But the sort of roller-coaster pattern cut by these 
figures is rather unusual in economic affairs, to say 
the least. Ordinarily, when a declining business curve 
hits some sort of bottom, it usually either holds 
steady for quite a while or moves up before it takes 
another downward plunge. That is why most econo- 
mists tended to expect some sort of gradual decline 
during both the first and second halves when the 
14% drop for the year was first reported. 

However, neither the history of past business move- 
ments nor the aesthetics of the curve of capital out- 


lays is any guide to the future—or proof against a 
new decline. 

Nor is there yet enough evidence in the current 
upturn of capital goods to guard against a decline in 
the second half. Most of the figures that are now avail- 
able are only for January. Of all the current series, 
capital-outlay plans furnish information furthest in 
the future; and it is true they are strong for the sec- 
ond as well as the first quarter. But if capital goods 
are to turn down, it may well be that the capital out- 
lays figure will be the last of the current series to do 
so. Study of the recent movements of the series sug- 
gests that capital outlays lag behind output, sales 
and new orders of machinery (last chart, page 136). 


THE LOGIC OF THE THING 


From both logic and experience, the normal se- 
quence might seem to be this: New orders for ma- 
chinery tend to move first and most sharply, whether 
down or up. Production moves next most quickly, 
because it includes the start of new work on new 
orders, as well as completion of machines on which 
work began earlier. Production tends to change al- 
most as quickly, although not so sharply, as new 
orders. Sales, which reflect completion of machines, 
are generally apt to lag a bit. For it takes time for 
them to be completed, once begun. Completions on 
old jobs tend to hold firm after new orders fall; they 
likewise tend to lag after orders rise. Finally come 
business capital outlays, which constitute actual pay- 
ment for machines not only completed but generally 
also delivered and put in place. They are likely to 
turn up or down last among these four current in- 
dicators of capital goods movements. 

So, if capital outlays are going to turn down in the 
second half, as reported plans suggest, some of. the 
other series should show the turn sooner. In that 
case, new orders might be expected to fall during the 
current quarter—and perhaps even output too. 

On the other hand, what if new orders should con- 
tinue high and in excess of sales of machinery through- 
out the first five or six months of 1950? Unfilled orders 
would grow. Machinery companies could produce and 
make sales against that backlog during the second 
quarter and even the third quarter. Then these sales 
should be reflected in higher capital outlays for the 
second half than have been reported as planned. 

In short, the evidence on this all-important point 
about capital goods in the second half is not all in 
yet. What happens to the order books of machinery 
industries in the next several weeks may prove to be 
of key importance. The trend will bear close watching. 
Unfortunately, published statistics on these order 
books are available only four to six weeks after the 
fact. 

To throw light on capital goods in the second 
half, another question might be asked: Are the output 
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trends in different types of machinery moving in dif- 
ferent ways? Conceivably, the current upturn might 
_ be owing to a pickup of just a few machinery lines— 
for example, machine tools, orders for which have 
spurted in recent months. 

But just a glance at the charts on the opposite page 
suggests very strongly that this is not the case— 
that, instead, the trends among machinery lines are 
and have been fairly similar. These charts show man- 
hours worked in each of the major machinery indus- 
_ tries. Some lines are down from their peaks more than 
others, but all of them are off substantially. And the 
number of hours worked in most of them now points 
| upward again. (Two, which are now on a seasonal 
downswing—appliances and radio and _ television— 
are really consumer lines.) These facts imply that the 
recent strength of capital goods indicators is not a 


chance result of just one or two or three localized 
situations. 


MAY EXPAND PLANS 


What is possible is that the plans for capital outlays 
will be revised—or are being revised right now. Most 
companies review, and may revise, capital outlay plans 
each month. In the past, Commerce Department 
surveys of such plans for the year ahead have hit the 
mark fairly closely. Actual total expenditures made 
in both 1947 and 1948 slightly outran the total outlays 
planned at the start of those years. Possibly, this was 
because prices were rising then, and equipment cost 
more on delivery than when first ordered. Or possibly, 
it was because business found demand so high in those 
years that it needed more expansion than first fig- 
ured. In 1949, actual dollars spent ran a bit less than 
those first planned, perhaps because of the decline in 
prices and demand. But in those years, individual 
industries ended up spending as much as one fourth 
more or less than first planned, with the changes 
averaging out in the totals. 

It may be that 1950 plans will be revised up- 
ward more substantially than in recent years. This 
might be helped by the favorable climate of rising 
stock and bond prices, which would facilitate new 
financing. Outlays might also be upped if demand 
for goods turns out to be larger than first expected— 
thereby creating greater needs for capacity and also 
larger profits to finance expansions. 

Planned outlays may or may not go up even if 
consumption does rise. Some of them already provide 
for a measure of expansion, although most are ear- 
marked for replacement and modernization. And in- 
dustry has just been through a major postwar expan- 
sion program to catch up on the growth, during the 
depression and war years, in the potentials of con- 
sumption which exploded on the market with the 
end of the war. Capacity in many lines now is more 
than adequate, although in others it is not.1 So 

1See chart, page 44, February Business Record. 


a rise in consumption demand may—but need not 
automatically—mean a rise in capital expenditures. 
It depends on where consumer demand makes itself 
felt—and on how far it goes. 

Consumer demand for goods has been rising steadily 
in the past year (see chart on page 135). Price de- 
clines since 1948 obscure this fact in the dollar figures 
on retail sales which most executives constantly 
watch. So THe Conrerence Boarp has attempted to 
get a picture of the actual volume of goods that 
consumers are buying by correcting the dollar fig- 
ures for these price declines. 

The correction is at best only very roughly accu- 
rate, statistically speaking. But differing statistical 
methods show very much the same results.1 So, at 
least qualitatively, the conclusion is plain that con- 
sumers are buying more goods than ever. 

Actual consumer buying may be even better than 
the chart curve shows, in so far as the statistical cor- 
rections of sales for price changes are inadequate. 
In point of actual fact, a good many prices have de- 
clined somewhat more than government indexes show. 
Examples include improved quality, more low-priced 
goods and more clearances in many apparel and home- 
furnishing lines; more discounts from “fair-trade” list 
prices among appliances (last month, top New York 
department stores quietly began to offer discounts, 
too); fewer premiums above list prices paid for auto- 
mobiles; and so on. Many of these price declines do 
not find their way into the government price figures. 
So actual prices may be down a bit more than the 
figures show. And actual goods bought, accordingly, 
may be up more than the figures show. 

The key fact is that over-all consumers’ buying 
of goods has been going up and recently has been 
running higher than even in 1948. Such purchases 
of goods declined in the second half of 1948, help- 
ing to touch off the reversal of inventory policies 
—which aggravated the 1949 decline in production 
and which, in turn, influenced business’s decisions 
toward lower capital outlays. The steady rise in buy- 
ing during 1949 and into 1950 helped shift inventory 
policy again toward one of rebuilding stocks. A key 
question now is whether the upturn in buying will be 
enough to cause an upward revision in plans for cap- 
ital outlays in the second half. 


STRONG POINTS IN RETAIL BUYING 


Consumption so far has advanced on a broad front. 
Automobile sales, of course, have given it the main 
impetus; that point has been made often enough. 
Yet over-all buying even went up in the fourth quar- 
ter of 1949 when car sales suffered from the slowdown 
in assemblies (owing to the steel pinch and the model 
change-over). Home-furnishing lines have also climb- 


1Dollar sales were deflated both in the aggregate and by major 
lines; and deflated sales were checked against available data on actual 
units of sales or consumption. 
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ed, spurring television, furniture, appliance, and sim- 
ilar industries. Apparel has begun to rise again.t 
And while foods have been generally stable, if any- 
thing they are now moving higher rather than lower. 
Consumers may also have deferred buying in some 
of the excise-taxed lines—furs, jewelry, liquor, etc.— 
until after Congress acts on taxes. 

Feverish homebuilding is in a way another phase 
of the consumer boom (although it is not statistically 
recorded among consumption expenditures and so 
does not appear in the chart on page 135). February 
saw another 80,000 new homes begun, and total starts 
for the three winter months of December, January, 
and February zoomed above 240,000 as against 162,- 
400 last year. During the winter, business was also 
benefiting from the completion, and the furnishing, 
of some 500,000 new homes begun in the five months 
from July through November. In 1948, starts were 
only 400,000 in the same time. And in that per- 
iod of 1948 other consumer purchases were also 
falling. 

The major unknown is how long this whole con- 
sumer boom will last. Nor are there any easy answers. 
It is not just a case of an automobile boom, for ex- 
ample. It is not even just automobiles and housing 
together. Even the veterans’ dividend is no sole ex- 
planation for the strength so far in 1950—for the 
spending of such windfalls tends to be spread out over 
many months.” 

In any over-all answer, a lot has to do with postwar 
differences from prewar distributions of income and 
ownership of liquid assets. Both income and accu- 


mulated savings are wider spread now than a decade © 


ago. Another big factor is the whole varied change 
in people’s living and buying habits in recent years. 
And a great deal of any over-all answer would depend 
on specific analyses of market prospects in indi- 
vidual lines. 


BROADENING THE FOCUS 


Pressure is rising for a stepup in the national de- 
fense budget. That is a third development of recent 
- months that may affect second-half prospects. The 
1951 fiscal budget calls for outlays of $13.5 billion, 
as against $13.1 billion this fiscal year. The talk now 
runs in terms of the $16.9 billion figure reputedly 
drafted by the late Secretary Forrestal. The maga- 
zine Life, for example, mentioned $17.5 billion as a 
desirable revised goal. 

Several considerations are building the chorus of 
demand for higher expenditures. One is the fact that 
even $13.5 billion is below the $15 billion ceiling 
originally set by the Administration. A second is that 
the inflation danger has receded from what it was two 

1See March Business Record, page 98. 


%See “How Will the Veterans Spend the Money?” in the 
January Business Record. 


years ago. A third is the progress of Russia’s arma- 
ment, while our outlays are flattening out. 

Washington has given no sign of any change in 
policy on the defense budget. Secretary Acheson has 
spoken of “total diplomacy” but not of any speedup 
in rearmament. Some observers have wondered 
“out loud”—in print—if one can go without the other. 

Even talk of a possible defense stepup may influ- 
ence what businessmen do—particularly on inventory 
policy—and in that way influence second-half pros- 
pects. 

Back in the fall of 1939, business activity developed 
a three-month boomlet in anticipation of large “cash 
and carry” orders from Great Britain and France. 
When these orders were not placed in expected vol- 
ume, activity let down in early 1940. But it perked 
up quickly after the fall of France and the real start 
of United States defense preparations in mid-1940. 
The steel rate, for example, jumped from 77% at the 
end of May to 90% at the end of July. Actual muni- 
tions use of steel did not jump that fast, of course. 
Businessmen were buying for inventory. 

Two years ago, President Truman’s announcement 
of the arms speedup and the Marshall plan tended to 
work the same way: the stimulative effect of the 
actual outlays was in part anticipated. 

Even bare talk about increased defense might work 
that way again this year. With it in mind, business- 
men may prefer to go “long” rather than “short” on 
inventory. And inventory policy is likely to be a 
major factor in the business scene for the second half. 
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Marketing Research Practice—Primarily a discussion of 
market research techniques employed by the Curtis Pub- 
lishing Company. The first two sections of the book discuss 
the organization and techniques of market research. Later 
sections (approximately three fourths of the total text) 
contain case study summaries of research methods em- 
ployed by the company. Edited by Donald M. Hobart, The 
Ronald Press Company, 1949. 


Price Theory—A discussion of price theory for those who 
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included are “Demand and Cost Analysis,” “Market 
Behavior of the Firm,” “Multiple Product Firms,” and 
“Dynamic Analysis.” By Sidney Weintraub, Putnam Pub- 
lishing Corporation, New York, 1949. 
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sufficiency of the United States domestic airlines.” By 
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Business Administration, Harvard University, 1949. Price, 
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Minimum Wages and Employment 


ADVOCATES SAY— 


Minimum wage legislation is generally advocated 
on four grounds: 


1. To eliminate poverty caused by the existence of 
substandard wages which do not afford workers a 
minimum decent standard of living; 

2. To eliminate unfair competition which is based 
upon the substandard wages and which drags down 
the wages paid by other firms; 

3. To increase the purchasing power of lower-in- 
come workers; and 

4. To provide a floor for maintaining a high wage 
structure in depressed periods. 


These arguments ran through the hearings preceding 
the Fair Labor Standards Act of 1938 as well as those 
pertaining to the 1949 amendments which became ef- 
fective on January 26, 1950. The fourth, a quite 
different point from the first three, was especially 
prominent in trade union arguments favoring the 
new 75-cent minimum. 


F MINIMUM wage legislation! is to be successful 

in alleviating poverty, curtailing unfair competi- 
tion, and increasing purchasing power (see box), it 
must not have ill effects on employment. 

Ordinarily, however, an increase in minimum wages 
—unless counterbalanced by either increased business 
or governmental investment—‘will be reflected in a 
reduction in employment, although the ultimate ad- 
justment may not occur until years later when the 
capital wears out and can be invested in other indus- 
tries or more labor-saving machinery.” This is be- 
cause minimum wage legislation increases the mar- 
ginal costs of firms which previously paid submini- 
mum wages. 


PROS AND CONS 


Any adverse effects of minimum wage legislation 
on employment will make themselves felt in one of 
two ways: (1) restriction of output and employment 
caused by employer attempts to offset costs imposed 
by the higher minimums; and (2) increase in mechani- 
zation in order to substitute machinery for higher-cost 
hand labor. Under either condition, the incidence of 
unemployment may be expected to fall most heavily 

See “The New: Minimum: Wage Law,” The Business Record, 
February, 1950, pp. 66-71. 

2G. F. Bloom and H. R. Northrup, “Economics of Labor and 
Industrial Relations,” Philadelphia, Blakiston Co., 1950, p. 342. 


upon the lowest skilled—that is, upon those em- 
ployees whose wages have been below the legal mini- 
mum, and who have the most difficulty in finding 
jobs. Thus one cost of a minimum wage may be an 
expansion of the hard core of unemployment. 

All this assumes ceteris paribus.1 But other things 
do not remain equal in the world of economics. 
Counteracting forces may be set in motion which will 
take up the slack of unemployment resulting from 
the imposition of minimum wages. Or unemployment 
induced by other disequilibrium factors may swell the 
totals of the jobless still more. 


WHAT HAPPENED IN ’38 


What will happen as a result of the new 75-cent 
minimum wage is not yet clear. Data on the impact 
of the Fair Labor Standards Act of 1938 for the pre- 
war period are, however, available. An analysis of 
these data and a comparison of socioeconomic con- 
ditions in the 1938-1940 period with those of today 
will at least permit informed speculation as to how 
the 75-cent minimum might affect employment in the 
next few years. 

Two weeks after the 25-cent minimum wage (the 
initial requirement of the Fair Labor Standards Act 
of 1938) went into effect, the administrator of the 
Fair Labor Standards Act “reported to the President 
that, in all, between 30,000 and 50,000 persons, or less 
than .05% of the workers affected by the law, lost 
their employment for reasons probably traceable to 
the act.’ 

Of these workers, about 90% were concentrated in a 
few industries in the South, such as pecan shelling, 
tobacco stemming, lumbering and bagging. Other 
industries which were seriously affected by the impo- 
sition of the minimum wage legislation included cot- 
tonseed crushing, seamless hosiery and cotton gar- 
ments. 


Mechanization 

Firms engaged in these industries reacted fairly 
uniformly to the cost increases imposed by the mini- 
mum wage legislation. In the first place, there was 
an impressive movement to substitute machines for 
men. Thus in ten independent tobacco stemmeries 
surveyed by the United States Bureau of Labor 
Statistics in 1935, all stemming operations were per- 

1All things being equal. 


*Paul H. Douglas and Joseph Hackman, “The Fair Labor Stand- 
ards Act II,” Political Science Quarterly, vol. 54, March, 1939, p. 44. 


Detailed data“and citation of sources’relating to these industries 
are summarized in the case studies starting on page 144. 
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formed by hand. When the BLS resurveyed these 
same plants in 1940, 54% of the employees were work- 
ing on stemming machines. 

In cottonseed crushing, a new cooking and crush- 
ing machine was developed with the capacity of 100 
tons which required the services of one skilled oper- 
ator during an eight-hour shift as compared with 
equipment previously in use which required six or 
seven workers a unit a shift. In the seamless hosiery 
industry, the use of machinery which eliminated hand 
work was expanded. This permitted the transfer, by 
machine, of the top of the stocking which is knitted 
on a separate machine to a knitting machine that 
completes the knitting operation. Significant techno- 
logical advances were also made in pecan shelling, 
bagging and in other industries. 

Because of various technological problems, at least 
one industry—southern lumber—was unable to offset 
costs by mechanization to the same significant degree 
which the industries noted above were able to do. 
However, as production and prices both increased 
substantially since 1940, the most pressing problems 
for this industry have at least been temporarily met. 

Increased mechanization was only one of the ways 
in which industry reacted to the cost problems crea- 
ted by the Fair Labor Standards Act. Other adjust- 
ments included: 


1. Narrowing differentials between the high-paid and 
the low-paid by not granting increases to high-paid 
workers equal to those required to bring the lowest paid 
within the law; 

2. Carefully weeding out of inefficient employees; 

3. Establishing higher standards of efficiency for new 
personnel and improvement in selection techniques to 
put these standards into effect; 

4. Increasing attention to working conditions and other 
personnel problems in order to improve the general effi- 
ciency of the labor force. 


Management had almost complete freedom to make 
these adjustments, since, in the industries which were 
directly affected by the 1938 legislation, unionization 
was largely absent. 


Effect on Employment 


The effects of these adjustments upon employment 
had the results which economic theory would lead one 
to expect. In the first place, the substitution of ma- 
chinery for low-paid hand labor created substantial 
technological unemployment. In many of the indus- 
tries, extremely low wages made labor so cheap that 
large improvements had previously never been seri- 
ously considered. The incidence of technological im- 
provement in such industries as tobacco stemming 
and cottonseed crushing was very heavy, with an 
average of from three to ten workers being displaced 
by a single machine. 


Average Hourly Earnings and Per Cent of 

Workers Receiving Less Than 75 Cents an 

Hour, Cotton Garment Industry, August, 1949 
Source: Bureau of Labor Statistics 
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Branch of Industry ioe Baroy hder 
All Workers 75 Cents 
Men’s dress shirts and nightwear...... $0.88 37 
Work: shirts:t 5 nro4 at bee oe ors Geel: 73 58 
Work’ pants) jt tan mire rem arsre -iererere 73 62 
Overalls and industrial garments...... i .83 43 
Washable service apparel............. 94 28 


Hardship engendered by this technological unem- 
ployment was, however, offset by the fact that the 
Fair Labor Standards Act of 1938 was inaugurated 
at the depth of the 1937-1938 recession, and business 
conditions and employment generally improved im- 
mediately thereafter. Moreover, in 1940 the defense 
boom inaugurated a period of unprecedented pros- 
perity which more than took up the slack in em- 
ployment caused by technological developments. 

Besides creating technological unemployment, the 
Fair Labor Standards Act also upset the competitive 
equilibrium in many industries. High-wage firms 
often were required to make little or no adjustment 
in order to conform with the act; with low-wage firms 
the situation was quite the opposite. In a sample of 
seventy-six plants in the seamless hosiery industry, 
the twelve high-wage plants made few wage adjust- 
ments between 1938 and 1939, while the eleven low- 
wage plants were forced to raise wages 35%. In many 
instances, these latter also made large expenditures in 
capital equipment in order to maintain a sound cost 
position. In this same industry, employment in the 
high-wage firms increased between 1938 and 1940 by 
7.5%, while employment in the low-wage group de- 
creased 12.8%. 

In the cottonseed-crushing industry, the low-wage 
plants were frequently the smaller ones. Because of 
limited resources to invest in machinery, these smaller 
plants suffered competitive handicaps. 

The North-South differential was also altered in 
many industries. Generally speaking, the differential 
between the two areas was narrowed, since the law 
affected the South to a much greater degree than 
it did other parts of the country. 


WHAT MAY HAPPEN 


Will the 75-cent wage floor have the same effect as 
did the original minimums established by the Fair 
Labor Standards Act of 1938? An evaluation of cer- 
tain economic factors now and in 1938-1939 may help 
to determine this. 

The areas and the industries most affected by the 
original act are, by and large, affected by the new 
act. Thus, of the estimated 1,500,000 covered workers 
who were receiving less than 75 cents prior to January 
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25, 1950 (the effective date of the 1949 amendments) , 
- 840,000 were employed in the South or Southwest.1 
These areas were, of course, the principal concen- 


trations of subminimum wages in 1938. And a re- 


cent survey by the Bureau of Labor Statistics shows 
that the cotton garment industry in August, 1949, 


paid average hourly earnings of 83 cents but approxi- 


mately 45% of the employees were receiving less than 
~75 cents an hour. The table on page 142 gives these 


data by industry branches. 
So, too, in a study of the seamless hosiery industry 
in October, 1948, it was found that average hourly 


_ earnings were 89 cents an hour and that 31.8% of the 


employees received less than 75 cents an hour.” 
In other respects, the situation today is quite dif- 


: ferent. In the first place, we are in a different phase 


of the business cycle. The Fair Labor Standards Act 
of 1938 became effective at almost the very bottom 


of the 1937-1938 recession. Almost immediately, con- 


_ ditions improved, first because of a normal resurgence 


from the bottom of the recession and then because 
of the defense boom. Unemployment resulting from 
adjustments to the 1938 law was, in most all cases, 


See “The New Minimum Wage Law,” The Business Record, 
February, 1950, pp. 66-71. 


*Mimeographed release, Bureau of Labor Statistics, January 20, 
950. 


soon more than offset by an increase in employment 
resulting from increasing national prosperity. 

On the other hand, the 1949 minimum wage goes 
into effect at a time when the economy is on a very 
high plateau. Business forecasts generally indicate 
that this plateau will continue at least for a time,! 
but even the most optimistic of the commentators 
have cautioned that the economy has certain soft 
spots which endanger continued high prosperity. 
Moreover, the textile group, which includes seamless 
hosiery and cotton garments, has in the past eighteen 
months shared less than most industries in the high 
production and prosperity of the times. It is possible, 
therefore, that if prosperity does not further increase 
and employment opportunities are not created from 
other sources, the 75-cent minimum wage may well 
add to unemployment. 


The 75-cent minimum will bear especially hard on 
industries which will have to meet the increased costs 
the law will entail at a time of shrinking demand for 
their products. The first reaction of the southern lum- 
ber industry to the 75-cent minimum, for example, has 
been price increases of $1 to $2 per 1,000 board feet 
for southern pine. Further price increases are ex- 


1See “The Business Outlook, 1950,”’ Studies in Business Economics, 
Number Twenty-one, Tae Conrerence Boarp, January, 1950. 


Effects of Minimum Wages on Seamless Hosiery Industry 


Except in lowest-wage plants, em- 
ployment generally increased from 
September, 1938, to September, 1939.! 


But over the two-year 

period (1938-40) employ- 

ment generally fell except 
in high-wage plants.” 


The North-South wage differential 

narrowed from 1938 to 1940, as 

minimums mainly hit southern 
plants. 


Percentage Change Percentage Change in Number Hourly Earnings in Cents 
of Employees 
DECREASE INCREASE DECREASE _ INCREASE 
GROUP I GROUP I 


GROUP IV 


| ALLL 228 


1Seventy-six plants: oap I (11 plants) under 25.0 cents; a (8 plants) 
Bee cents; group (12 plants) 29,0-32.5 cents; group ae 44 plants) over 
.5 cen 


1940 
SOUTH 


1938 1940 1938 


NORTH 


1940 


1938 
UNITED STATES 


2Ninety-one plants: re I (33 plants) under 82.5 cents; See II (81 plants) 
32.5-40.0 cents; group IIL: (27 plants) ‘32.5-40.0 cents; group Tl (27 plants) over 
40.0 cents, 


144 THE CONFERENCE BOARD 


pected as inventories produced prior to the law’s ef- 
fective date are depleted.! 

Some reports have also reached THE CONFERENCE 
Boarp from industry and government personnel of 
the closing down of small marginal lumber mills. This 
may only be a temporary stage. The situation is some- 
what confused at present because the 1949 amend- 
ments exempt forestry and logging operations where 
there are fewer than twelve employees, and the wage 
and hour division reports confusions about the mean- 
ing of the law on the part of those affected. The pres- 
ent practice is for enforcement officials to permit a 
20% tolerance; that is, a worker who is employed in 
a logging operation in a concern having fewer than 
twelve employees may work in the sawmill up to 
20% of his weekly working time.? This should aid 
some of the small marginal operators to remain in 
business. If logging employees are used in the saw- 
mill, the burden of proof, however, remains with the 
employer claiming an exemption. With mechanization 
possibilities limited, southern lumber needs a strong, 
relatively inelastic product demand to permit it to ab- 
sorb the higher-cost conditions required by the 75- 
cent minimum. 


More_Unionization 


A second factor in evaluating the situation today, 
as against that in 1938, is the degree of unionization. 
In order to offset the increasing costs of the new 
minimum wage, a number of industries weeded out 
less efficient employees and reduced the pay differen- 


tial between the lower-paid and the higher-paid. In | 


the future, however, industrial management may find 
such courses of action partly or wholly blocked be- 
cause they run afoul of union policy. For example, in 
those plants which are now unionized but which were 
not unionzied in 1938, management may find that a 
selective layoff policy runs directly counter to seniority 
provisions in their union contracts. Whether the 
managements will be permitted much latitude in nar- 
rowing the differentials between the unskilled and the 
semiskilled workers will, in large part, depend upon 
- the intraunion political situation. Where, for ex- 
ample, the unskilled workers are largely in control of 
the organization, no opposition may be expected to 
this move. On the other hand, management in any 
unionized plant may be blocked on this score if the 
skilled workers can successfully maintain that they are 
entitled to existing differentials. 

Industries organized by industrial unions will prob- 
ably not find opposition to introduction of more ma- 
chinery, since the new machines will displace only a 
small percentage of the membership of the union. Were 
craft unions involved, the situation would be different, 

1Journal of Commerce, February 8, 1950, p. 1. 


*Interviews with officials of the Wage and Hour Division, Depart- 
ment of Labor, March, 1950. 
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since the introduction of machinery can change or 
destroy the work of the entire membership. This, in 
turn, might well, as in the past, cause the union to 
fight the introduction of the machinery. 

Even though an industrial union probably will not 
oppose the introduction of machinery, the fact re- 
mains that it may make the cost of introducing that 
machinery more expensive by the insistance of the 
workers that they be afforded opportunity to share 
in the gains derived from mechanization. 

This might mean dismissal compensation for em- 
ployees laid off or a wage increase for those still em- 
ployed. In any case, in plants unionized since 1938, 
management is likely to find its freedom to reorganize 
the plant in order to meet the higher cost of the 75-_ 
cent minimum somewhat more restricted than it was 
in the past. 


How Much Mechanization Possible? 


The third point pertains to the degree of mechani- 
zation. The margin for mechanization which existed 
in 1938 in many of the low-wage industries was very 
great. Initial far-reaching substitution of machines 
for men in tobacco stemming, pecan shelling, cotton- 
seed crushing and other formerly low-wage, long-hour 
industries occurred after the original minimum wage : 
law was introduced. Improvement in machinery to 
this degree is probably not possible. On the other 
hand, it may well be that sufficient degree of mechani- 
zation does exist to provide the necessary margin to 
offset the new minimum wage. It remains to be seen 
whether a second-round mechanization in 1950 can 
score so spectacular a triumph in offsetting increased 
labor costs as it did in the first round in 1938. 

If, however, mechanization is equally as successful 
this time as it was last, then an initial effect will be 
more unemployment. It thus points to the first con- 
sideration—that the 75-cent minimum wage will 
create unemployment unless the economy expands 
sufficiently to offset the layoffs resulting from adjust- 
ments to the higher minimum. 


ee 


Some Case Histories 


Effects of the Fair Labor Standards Act of 1938 © 


"upon particular industries are cited below. They are 


pertinent to an understanding of the situation today. © 


INDEPENDENT TOBACCO STEMMERIES? 


In 1935, average wage rates in independent tobac- — 
co stemmeries were only 16 cents an hour and $6.92 — 

1See S. H. Slichter, “‘Union Policies and Industrial Management,” — 
Brookings Institution, 1941, pp. 201-281. 

*Independent tobacco stemmeries are operated by leaf tobacco 
dealers, the middlemen who are engaged principally in buying 


“green” leaf tobacco from farmers and selling it to manufacturers. 
These leaf dealers also process (“stem’’) much of this tobacco for 
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a week. Work in independent tobacco stemmeries 
had been performed almost entirely by hand prior 
to the passage of the Fair Labor Standards Act. 


After the 25-cent minimum became effective, the 
independent stemmeries mechanized their operations 
to a considerable degree. Thus, in ten independent 
temmeries surveyed by the United States Bureau of 
‘Labor Statistics in 1935, all stemming was done by 
hand; when the BLS resurveyed these same ten 
plants in 1940-1941, 54% of the employees were 
working on stemming machines.! 


The displacement rate resulting from the substitu- 
ion of machine stemming for hand stemming was 
high, with one machine operator performing work 
ormerly done by three to eight hand workers.? In- 


smaller companies and for foreign concerns. Some of the independents 

lhave large storage facilities and can operate on an all-year-round 
basis, but most of them confine their operations to the late summer 
and fall months after the tobacco crop has been harvested. The 
"several hundred independent stemmeries are located in small towns 
ithroughout the tobacco-growing areas of Virginia, North Carolina, 
and Kentucky and in contiguous areas of neighboring states. At the 
lheight of the season in 1939, approximately 40,000 workers received 
employment in these establishments, but the average employment 
during the year was only 19,000. (See H. R. Northrup, “Organized 
‘Labor and the Negro,” New York, Harper & Brothers, 1944, pp. 
108-109, and sources cited therein.) 


1Bureau of Labor Statistics, “Hours and Earnings of Employees of 
Independent Leaf-Tobacco Dealers,” Serial No. 1338, 1941, p. 2. 


?Based upon interviews with plant managers by writer in North 
‘Carolina in 1940 and 1941. The technology for mechanizing the 
stemming operations was already well known and thoroughly tested, 
for machines had been in use in manufacturers’ stemmeries since 
NRA days. These stemmeries are carried on as departments of 
tobacco manufacturing plants and generally operate on a year-round 


Wages and Employment Both Rose in Independent 
Tobacco Stemmeries! between 1935 and 1940 


Percentage Increase 
103.1% 
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creasing national prosperity and increasing tobacco 
consumption, however, more than offset technological 
unemployment in independent tobacco stemmeries. 
The chart on this page shows that not only did wages 
increase in eleven identical plants from 16 cents an 
hour and $6.91 a week in 1935 to 33 cents an hour 
and $12.44 a week in 1940, but also that employment 
increased slightly as well.t 

Employees of independent tobacco stemmeries re- 
mained, as in the past, primarily Negro women. There 
appeared to be no tendency to substitute either white 
or male workers for the existing labor force.2, How- 
ever, employers generally became more careful in se- 
lecting personnel in order to increase efficiency. 


COTTONSEED CRUSHING 


Like independent tobacco stemmeries, cottonseed 
crushing is characterized by seasonality and concen- 
tration in small southern communities. Moreover, the 
cottonseed crushing industry prior to 1938 employed 
largely unskilled workers, mostly Negro males. A 
study by the National Cottonseed Products Associa- 
tion “showed 55% of all labor receiving less than 25 
cents an hour during the 1937-1938 season.’ 

The National Cottonseed Products Association 
conducted surveys of 197 identical mills for three 
seasons, 1937-1938, 1938-1939, and 1939-1940. The 
surveys showed the following results: + 


1. The average hourly wage rate increased 30% be- 
tween 1937-1938 and 1939-1940. 


2. Employment at the height of the crushing season 
declined 19% over this two-year period. 


3. “An important factor contributing to the reduction” 
in employment was “the adoption of labor-saving machin- 
ery.” A new cooking and crushing unit of 100 tons daily 
capacity was developed which required the services of one 
skilled operator for an eight-hour shift as against six or 
seven on previously used equipment. This equipment 
produced savings which “more than offset its costs’” if 
wages were 30 cents an hour. 


4. The extent of the substitution of machinery for 
labor in cottonseed crushing is further indicated by the 
fact that the peak-season twelve-hour shift was generally 


basis. Whereas manufacturers’ stemmeries were covered by the 
NRA wage regulations, the independents were not. Average hourly 
earnings in manufacturers’ stemmeries increased from 19.4 cents per 
hour in 1933 to 32.5 cents per hour in 1935, As a result, the manu- 
facturers’ stemmeries were mechanized with considerable techno- 
logical unemployment resulting, but this process was largely com- 
pleted by 1938 when the Fair Labor Standards Act went into effect. 
(See Northrup, op. cit., “Organized Labor and the Negro,” p. 108.) 

Ubid., p. 109. 

*Bureau of Labor Statistics, “Hours and Earnings, ” op. cit., p. 2. 


3John F. Moloney, “Some Effects of the Federal Fair Labor 
Standards Act upon Southern Industry,” Southern Economic Journal, 
July, 1942, p. 17. 


4The results of this study are summarized by Moloney, op. cit. 
pp. 19-20. 


5Tbid, p. 19. 
5Tind, p. 20. 
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abandoned in favor of three eight-hour shifts, or even 
in some plants four six-hour shifts. This was done as part 
of a program to increase labor efficiency and in spite of 
the act’s specific overtime exemption for the industry.’ 

5. Increased labor costs resulting from minimum wages 
were also kept in check by narrowing differentials be- 
tween the various skills. The increases granted to un- 
skilled workers in order to conform with the act were 
not matched by increases to other skills who received 
only slight adjustments. 

6. Because labor efficiency prior to the act had “not 
received a great deal of attention,” there was consider- 
able room for increasing this efficiency, not only by im- 
proving plant layout and personnel policies but also by 
weeding out the less efficient workers in layofis. 

7. Although gross wages per hour increased 6% be- 
tween 1937-1938 and 1939-1940, unit labor costs did 
not increase nearly that much in most plants and in some 
even declined. Smaller plants located in the most rural 
areas had the most difficulty in keeping labor costs down. 
This was because their wage rates were lowest prior to 
establishment of the minimum wage and because they 
frequently could not afford to invest in initially expensive 
but basically economical new machinery. 


SEAMLESS HOSIERY 


Seamless hosiery* is a third industry which was 
significantly affected by the Fair Labor Standards 
Act of 1938. Moreover, this industry was the sub- 
ject of two intensive studies made by the Bureau 
of Labor Statistics aimed at determining the effect 
of minimum wages upon employment.* 

Seamless hosiery is primarily, but not exclusively, a 
southern industry. In 1939, approximately three 
fourths of the industry’s production and an equal 
percentage of its 62,000 employees were located in 
the South. Approximately two thirds of all em- 
ployees are white women. 

The seamless hosiery industry was unequally af- 
fected by the 25-cent minimum. Although average 
hourly earnings of seventy-six plants were 36 cents 
in September, 1938, they were considerably below 
that in thirty-two of these plants. The chart on 
page 143 shows that average hourly earnings were 
below 25 cents in eleven plants (group I), below 27.5 


1Sec. 7(c) of the 1938 act. No change in this provision was made 
by the 1949 amendments. 

2Moloney, op.cit., p. 19. 

8The product of seamless hosiery is tubular in form, usually pro- 
duced on a knitting machine with a circular needle cylinder. The 
shaping of seamless hosiery is largely precluded during the knitting 
process. By contrast, full-fashioned hosiery involves knitting a flat 
fabric on a straight needle bar and shaping the product during the 
knitting process by varying the number of loops which are knit. 
The seamless and full-fashioned industries are quite different. Very 
few firms engage in both branches. Full-fashioned hosiery was only 
slightly affected by the FLSA. 

4A, F. Henrichs, “Effects of the 25-cent Minimum Wage on Em- 
ployment in the Seamless Hosiery Industry,” Journal of the American 
Statistical Association, Vol. 35, March, 1940, pp. 13-23; and H. M. 
Douty “Minimum Wage Regulation in the Seamless Hosiery In- 
dustry,’ Southern Economic Journal, vol. 8, Oct., 1948, pp. 176-189. 

5Douty, op.cit., p. 177. 


cents in eight additional plants, and below 32.5 cents — 
in still twelve more. On the other hand, the remain- 
ing forty-four plants averaged above 32.5 cents an 
hour. 

By September, 1939, average hourly earnings in 
the entire industry were 39 cents and all groups aver- 
aged more than 30 cents. But while wages in the high- 
wage group of forty-four plants increased only nomi- 
nally, those in group I increased 35%. The competi- 
tive equilibrium of the seamless hosiery industry was 
thus disturbed. An intra-industry shift in employ- 
ment occurred as a result. 

Employment in the seamless hosiery industry in- 
creased in 1939 over 1938 as a result of improved 
business conditions. Group I plants (the lowest wage 
group), however, suffered a decline, and the increase 
in groups II and III was less than that for the indus- 
try as a whole. 

The bulk of the shift in employment appears to 
have resulted from a change in the competitive sit- 
uation. For the minimum wage law gave the high- 
wage plants a competitive edge over their low-wage 
rivals. Increased mechanization and stress on labor 
efficiency, however, also played a role. The low-wage 
plants were forced to reconsider their production 
methods and personnel policies in order to meet com- 
petition, and these changes reduced employment, 
especially among group I plants, without necessarily 
decreasing production.1 

On September 18, 1939, the minimum wage in the 
seamless hosiery industry was raised to 32.5 cents. 
The chart on page 143 shows the effect of minimums — 
upon average hourly earnings between 1938 and 1940 
for the industry as a whole, and by region. 


Regional Differential Halved 


These data show that the regional differential in 
seamless hosiery was halved after two years of the 
minimum wage law. Another effect was to change the ~ 
dispersion of wage levels. In 1938, wage levels among — 
plants varied widely. By 1940, the spread between — 
plant wage levels was markedly less. Of the ninety- 
one plants in the survey both in 1938 and 1940, those | 
with average hourly earnings of 22.6 cents in 1938 
increased to 35.1 cents in 1940, a jump of 55.3%. But 


_ those plants which averaged 43.6 cents in 1938 rose 


only to 48.4 cents in 1940, a gain of 11%? 

The chart provides additional data on the effect of 
the minimum wage on employment in seamless hosiery. 
As already noted, the low-wage plants were hit the 
hardest. Over the two-year period 1938-1940, in con-— 
trast to the one-year period 1938-1939, general em- 
ployment declined. Nevertheless, the high-wage plants _ 
increased employment while the low-wage group lost — 
heavily, again not only because of a change in their 


1Henrichs, op.cit., pp. 18-19. 
*Douty, op.cit., pp. 181-183. 
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/ competitive position, but also because of increased 
- mechanization. 


OTHER INDUSTRIES 


- Other industries which were substantially affected 
_ by the Fair Labor Standards Act of 1938 included 
pecan shelling, cotton garments and southern lumber. 
_ Like tobacco stemming, cottonseed crushing and 
~ seamless hosiery, all are concentrated in the South. 
The experiences of the pecan shelling and cotton gar- 
ment industries largely paralleled those of tobacco 
stemmeries and seamless hosiery, respectively.” 

_ Southern lumber, however, was somewhat unique. 

As in cottonseed and seamless hosiery, wage differen- 
tials between unskilled and skilled were reduced and 
some mechanization was stimulated. Because, how- 
ever, timber stands in the South are relatively small 
and isolated, mechanization in southern lumber is 
limited. Mechanized operations in the West produce 
five times as much lumber per mill as in the South, 
and average hourly earnings in the West in 1939- 
1940 were 72.7 cents an hour as compared with 34.6 
cents in the South? 

Because of its inability to take advantage of tech- 
nological improvements, the southern lumber indus- 
try was unable to offset increased costs resulting 
from minimum wages to the extent which other in- 
dustries did. However, a high level of business re- 
sulting initially from defense and war production, and 
later from the postwar building boom, has permitted 
the industry to absorb these costs, at least to a con- 
siderable degree, by increases in both prices and pro- 
duction.* 

Hersert R. Norturup 
Dwision of Business Economics 
Ubid., pp. 183-190. 


*For example, see “Third Annual Report of the Wage and Hour 
Division,” U. S. Department of Labor, 1941, pp. 15ff; and H. M. 
Douty, “Some Effects of Wage Orders under the Fair Labor Stand- 
ards Act,” American Labor Legislation Review, vol. 32, Dec. 1942, 
pp. 174-175. 


‘Hourly Earnings in the Lumber and Timber Products Industry,” 
Monthly Labor Review, vol. 53, July, 1941, pp. 187, 197. 


Moloney, op.cit., pp. 21-22. 


Economie Notes 


Countries;Correlate Social Security Programs 


On November 8, 1949, the United Kingdom, France, Bel- 
gium, the Netherlands, and Luxemburg signed two conven- 
tions correlating most branches of their social-security pro- 
grams to facilitate the mobility of labor among the five 
countries. Replacing bilateral social-insurance agreements 
and including social-assistance coordination for the first 
time, these treaties were the first such multilateral action 
among the five countries. 


“The multilateral social-insurance convention . . . pro- 
vides for the uniform application of existing social-security 
legislation covering health, invalidity, old-age, death, ma- 
ternity, industrial-accident, and occupational-disease insur- 
ance to a national of any one of these countries employed 
in one of the other four countries. . . . Families eligible for 
benefits are to receive the benefits even if they have re- 
mained in the country of origin while the worker was em- 
ployed in one of the other four countries.” 

Unlike the bilateral agreements, it provides that each 
country is to assume the obligation of paying benefits with- 
out reimbursement from the country of the worker’s origin. 
Extensive study of the operation of the bilateral conventions 
had shown that over a period of time such expenditures 
nearly balanced between these countries. 


Social Assistance 


“Under the social-assistance convention, indigent nationals 
of one country permanently residing in ‘another are to re- 
ceive maintenance and medical-care benefits under the same 
conditions and in accordance with the same standards apply- 
ing to nationals of the country of residence. The treaty 
further specifies that persons will not be repatriated to the 
country of their origin by reason only of indigency.”— 
Source: Bureau of Labor Statistics, Notes on Labor 
Abroad, December, 1949, p. 19. 


Reform of Bureaucracy 


“Premier De Gasperi completed his sixth cabinet with 
the appointment of two more ministers without portfolio. 
Signor Ugo La Malfa, a Republican, will be in charge of 
economic affairs, though the relationship was not clear 
between his job and those of the other ministers in charge 
of specific economic departments. Signor Raffaele Pio 
Petrilli, a Christian Democrat, was given the task of tackling 
one of the most thorny and urgent problems of modern 
Italy, namely the reform of bureaucracy.”—Source: Eco- 
nomic News from Italy, G-T-L International Corporation, 
New York, February 1, 1950. 


Farmers’ Share Smaller 


“Farmers received 48 cents of the dollar that consumers 
spent in 1949 for the farm foods in the market basket,” 
compared with 51 cents for 1948. This annual average is the 
smallest since 1942. The market basket contains quanti- 
ties of farm food products equal to the 1935-1939 average 
annual consumption of a three-person family. “The farmer’s 
share rose from an average of 51 cents for 1943 to a record 
high of 54 cents for 1945 and declined again to 51 cents 
in 1948. 


“During 1949, the farmer’s share fluctuated between a 
high of 50 cents, which was recorded for the first three 
months of the year, and a low of 46 cents, first recorded 
in August and repeated in November and December. 


“The share of the consumer’s dollar that the farmer re- 
ceived in 1949 was smaller compared with 1948, for all com- 
modity groups. Decreases ranged from 1 cent for poultry and 
eggs and fruits and vegetables to 5 cents for the miscellaneous 
products group.”—Source: The Marketing and Transporta- 
tion Situation, Bureau of Agricultural Economics, Febru- 
ary, 1950. 


MOST INCOMES END UP WITH SOME SAVINGS 


Most people save, some dissave, in most groups: 
100 


PER CENT OF SPENDING UNITS 


SAVERS DISSAVERS 


80 PUZZLE: How is it that 


most people save part of 
their incomes (first chart) 
and yet that most net sav- 
ings wind up in the top 
income group (last chart)? 
Answer is told, step by 
step, in this chart story. 
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Most of them save similar shares of income: Incomes vary like this: 
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Income groups from lowest to highest tenth of spending units 


~Who—and what—are “‘dissavers’’? 


When you spend more than your income for goods and services, you are a “‘dissaver.’’ What you spend 
in excess of income is ‘‘dissaving.’“ Your ‘‘dissaving’’ may mean drawing on the bank account to pay for 
emergency medical bills. Or it may mean arranging a loan to finance the purchase of a new car. Or it 
may result from losing a job. Three of every four ‘‘dissavers’’ had one or more such reasons. At least 
25% dissaved because of a sharp decline in income—arising from unemployment, retirement, or busi- 
ness losses. One third of the dissavers spent $500 or more on an automobile or other durable goods. 
Others were ill or had babies or took that long-planned vacation. Few people dissave every year. (Ex- 
ceptions are retired people with small income and large capital assets.) Most people save a little in most 
years—but then in some one year dissave a lump sum for emergencies or special expenditures. Thus 
most dissaving is part of the normal life cycle of the average family. 


BUT TOP INCOMES END UP WITH MOST NET SAVINGS 


It is a case of various factors converging toward the same striking result. There are somewhat more 
savers—and fewer dissavers—among the higher incomes than among the lower incomes. (A _ small 
group of “’zero’’ savers—who spent the exact amount of their income—has not been charted.) Also, the 
higher brackets tend to save a bit more—and dissave a bit less—of income. These differences in 
saving habits and in incomes add up to the final picture of net savings. Incidentally, the lowest 
one or two income brackets combine heterogeneous groups: retired people with low incomes but large 
capital assets who dissave heavily; some farmers with low expenses who save a goodly share of in- 
come; and many other people with low incomes who are zero savers. These data have been arranged 
—and some specially computed—by The Conference Board. They are based on the distribution of 
consumer savings and incomes in 1948 as recently published in the Federal Reserve Bulletin. The infor- 
mation was obtained by the 1949 Survey of Consumer Finances sponsored by the Board of Governors of 
the Federal Reserve System. Incomes in the ten brackets for 1948 were: 


So the picture of average savings looks like this: Domest re cara ia PISS Boe 
: Secondiventt suteee $ 860 to 1,500 


AVERAGE AMOUNT THOUSANDS OF DOLLARS BREE) paige, ADA carta 
FOUntI) 2 sd:cc0t eases 2,000 to 2,400 
DISSAVED 

3 HELL al paseccner eaceceaeas 2,400 to 2,840 
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Seventh tiie. 3, 200htoy 93,750 

2 Efomtinveseceene rca at 3,750 to 4,500 
INimthyee sea Ras 4,500 to 6,000 
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NET SAVINGS 
BILLIONS OF DOLLARS 


TOTAL AMOUNT BILLIONS OF DOLLARS 
DISSAVED 
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Business Forecasts 


National City Bank (Monthly Letter, March) —“The 
outlook through the spring is almost everywhere considered 
good. . . . Automobile assemblies . . . can be expected 
to reach a new postwar high after the strike [Chrysler] is 
settled, if coal and steel shortages do not prevent. . 
Industries, while cutting back on plant expansion as com- 
pared with 1949, will be replacing and modernizing on at 
least an equal scale. . . . Construction activity will give 
strong support to business during the spring.” 

John W. Snyder, Secretary of the Treasury (in a talk be- 
fore the Lancaster Chapter of the American Institute of 
Banking, March 2)—“The year 1950 will be a good year 
for both business and banking. . . . The current volume 
of industrial production and retail trade represents solid 
levels based on the actual volume of consumer demand.” 

Murray Shields, vice-president and economist, Bank of 
the Manhattan Company (in an address before the Sulphite 
Paper Manufacturers Association, February 20)—“The 
probability is that 1950 will bring a continuation of the 
‘long readjustment’ from the war and early postwar booms. 
. . . The chances seem to be heavily against either a boom 
or a bust this year.” 


Dun and Bradstreet (Survey of Business Expectations, 
February) —Estimates by business executives of business 
in the second quarter of 1950 as compared with the corre- 
sponding period of 1949: 


Percentage of All Concerns Percentage of Manufacturers 
‘expecting: Expecting: 


No No 
Increase Change Decrease Increase Change Decrease 


Net sales............. 56 18 26 57 24 19 
New orders........... sis Ate a 55 29 16 
Net profits........... 46 31 23 48 27 25 
Number of employees 16 72 12 20 65 15 
Dollarinyventories.... 22 39 39 23 Al 36 
Level of selling prices 16 52 32 13 59 28 


Capital Markets 


Bankers Trust Company (“The Impact of Industrial Pen- 
sions on the Capital Markets,” February) —“During 1950, 
net new issues of corporate securities, both bonds and stocks, 
may show a decline of around $750 million from the 1949 
total of about $5 billion. Although new offerings of state 
and municipal bonds will be larger in 1950, it is anticipated 
that the demand for private real-estate financing will be 
somewhat less than in 1949. . . . New funds available for 
investment by life insurance companies and other savings 
institutions will be almost as great as in 1949. . . . Amounts 
made available for long-term investment by new pension 
plans during the next year or two will be within the capacity 
of the capital markets.” 


Labor’s View 


American Federation of Labor (Labor’s Monthly Survey, 
December, 1949) —‘“Prospects for 1950’s first six months 
are fairly bright, but a slackening of industrial activity at 
least equal to that of last summer seems likely in the sec- 
ond half year. . . . Average unemployment of 5.1 million 
persons . . . 1.7 million above 1949. . . . We face in 1950 


not a depression, but another business readjustment which 
need not be disruptive if we take the right steps to meet 
it. . . . Several factors point to a decline after June: (1) 
most spending of veterans’ bonus money will be over by 
mid-1950; (2) farmers’ incomes in the second half year will 
be well below 1949 .; (3) business investments in 
capital goods (plant and equipment) will probably taper 
off even further; and (4) resulting layoffs will reduce 
workers’ buying power.” 


Farm Output; Buying Plans 

Federal Reserve Bank of Cleveland (Monthly Business 
Review, February) —“Expenditures by farmers will con- 
tinue to decline. . . . Farmers’ spending . . . may drop 
close to the maintenance level, which is about one fifth 
below last year’s expenditures. . . . Farm wage rates began 
to decline last year—contrary to the trend in industrial 
wage rates—and the decline will probably continue. . 
Rent can be expected to decline.” 

Bureau of Agricultural Economics (Livestock and Meat 
Situation, released March 13)—“A seasonal decline in hog 
prices is expected this spring, and the general trend may 
drift downward somewhat more before stabilizing. Prices 
of good-grade steers will probably be reduced seasonally 
this spring. The general level of cattle prices may con- 
tinue fairly stable this year, but a decline is likely in years 
ahead because an increase in annual slaughter will result 
from the current expansion in national cattle numbers.” 


Steel and Machine Tools 

Iron Age (March 9)—“Some steelmakers now believe 
that the strong demand for steel will continue into the third 
quarter. This looks like a good bet, although it will take 
a few weeks to sort the strike-hedge orders from the good 
orders which were placed during the coal crisis. If the 


' appliance makers and auto people are guessing right, 1950 


will be better than 1949 for themselves, as well as steel.” 


Miscellaneous 


Celanese Corporation of America (annual report, 1949, 
released, March 7)—“So far as can be foreseen, the com- 
pany’s operations give promise of continuing at a high rate 
of productivity for some time. Depending upon psychologi- 
cal factors affecting consumer purchasing, general economic 
conditions and governmental action on taxes, we anticipate 
a year of satisfactory results.” 


Cola Parker, president, American Paper and Pulp Asso- 
ciation (in address at annual dinner, February 23) —“As far 
as the immediate or short-term future is concerned, the 
situation is healthier than that of a year ago. Basic de- 
mand remains at a high level and while there is adequate 
capacity to meet foreseeable requirements, these require- 
ments will undoubtedly demand reasonably high operating 
rates to fill their need. And so I believe that our industry 
may really be reasonably optimistic as to the year ahead.” 


J. E. White, assistant to executive vice-president, Mack 
Trucks, Inc. (in a talk before the National Federation of 
Financial Analysts Societies, March 2)—“Look for lower 
level production and a leveling out in the commercial 
vehicles field for 1950-1951.” 
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First, Potatoes—Now Pork? 


URPLUSES are already beginning to threaten 

the new patchwork farm program which Con- 
gress enacted late last year and which took effect 
January 1. The new and key problem now has to do 
with perishable food rather than with storable crops 
as before. Not only the cost of the program, which 
is running into more money than was foreseen, but 
also its effect on food prices, on farm incomes, and 
even on political issues in the 1950 election make this 
of concern to businessmen. 
. Loopholes are showing, very much as expected, in 
the crop controls which were instituted to limit 1950 
harvests because of the surpluses already accumu- 
lated. Winter wheat farmers have reduced plantings 
15% but have intensified cultivation on most produc- 
tive acreage, so that, with the aid of favorable 
weather, the new crop is estimated almost at a par 
with last year’s. Also, the new law does not stop 
the farmer from using the land taken out of a con- 
trolled crop (like wheat) for uncontrolled crops like 
rye or sorghums. And plantings of these are up this 
year. 

Similarly, the Agriculture Department is asking 
Corn Belt farmers to plant 13% less acreage to corn 
—which these farmers may now use for soybeans. 
Meanwhile, cotton planters can be expected to sow 
former cotton land to corn, as the controls on corn do 
not apply to them, but only to the Corn Belt farmers. 
All these loopholes make for larger harvests of con- 
trolled crops than are desired and possible surpluses of 
uncontrolled crops—which could mean a further ex- 
tension and tightening of a whole network of controls. 


ON THE PERISHABLE SIDE 


While these difficulties are arising in connection 
with the crop control program, the main 1950 farm 
headache is in perishable foods. And that is a far 
more sensitive problem. Surpluses of dairy or meat 
products cannot be so readily stored as those of grains 
and fibers. At the same time, these products bulk 
larger in both the urban cost of living and in farm 
incomes. 

Last year, federal purchases of egg and milk prod- 
ucts for support purposes increased by about $200 
million—and early this year steps were arranged to 
distribute these perishable surpluses to authorized 
agencies on virtually a give-away basis. 

This year, the problem will be intensified by the 
rising curve of production and the lowered level of 
demand and prices. Back in 1947, production of meat, 
dairy, and poultry products was high but so were 


prices, as consumers were willing to spend an ab- 
normal proportion—one third of their high incomes 
(after taxes) —for all food and liquor products. Pro- 
duction of most of these foods dropped in 1948 after 
the short feed crops of 1947, but prices declined none- 
theless for a number of reasons. In effect, consumers 
cut back the share of their incomes spent on food. 
Reduction in export demand also played a part, as 
did the large 1948 harvests, which foreshadowed the 
coming of lower food prices. In 1949, production ad- 
vanced, aided by the large 1948 feed crops, while in- 
comes eased. Hence prices declined toward support 
levels and surpluses accumulated. Now the outlook 
is for higher output. And, as yet in 1950, the rise in 
consumer income has not upped food demand enough 
to lift the surplus threat. 


Public Opinion Mounts 


Much of the price and surplus problem now is left 
to the discretion of the Secretary of Agriculture under 
the new farm law which took effect this year. He 
may set price supports anywhere within a range which 
varies for different products. 

Public opinion has mounted against the accumu- 
lation and waste of perishable food surpluses, par- 
ticularly in view of the recent potato fiasco. However, 
any lowering of price supports sufficient to increase 
consumption might well reduce farm incomes in spite 
of the expanded output, and there seems to be no easy 
choice between the horns of this dilemma. The 
looming problem of 1950—output, prices, and sur- 
pluses of perishable foods—menaces the whole con- 
cept of price support as it is known today. 

Accordingly, attention is shifting to methods of dis- 
posal and particularly new methods of price support. 


Price Support of Selected Dairy and Meat 
Products in 1950 as Established by the 
Agricultural Act of 1949 


Sources: Department of Agriculture; Taz Conrmrence Boarp 


Possibilities of Support Support Prices Announced 


Item 1950 % of port Price 
Support New as % of 
Price Parity |1949 Sup- 
port Price 
a heres 79% 
Milk (mfg.).. 100 
Butterfat.... 100 
Oggi es eta a 


Note: Based on data for January 15, 1950; includes transitional price. 
aHog price is average for six months through March, 1950, under old act. No 
support price announced under the new act. 
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Already, serious consideration is being given to Sec- 
retary Brannan’s proposal to allow commodities to 
sell at the free market price.t Under his plan, the 
government would pay the farmer the difference be- 
tween the market price and the support price. 


NO CHANGE IN DAIRY SUPPORTS 

Support prices for dairy products will remain un- 
changed through March, 1951. Under the new law 
effective last January, the Secretary of Agriculture 
uses his discretion in setting supports at between 
75% and 90% of the new parity for milk for manufac- 
turing butter, cheese, skim milk powder, condensed 
and evaporated milk, etc.2, The announced price rep- 
resents 81% of parity. In actual dollar and cents 
value, however, this is about equal to last year’s 
support price. (See table on preceding page.) 


1See The Business Record, May, 1949, for details of Brannan Plan. 
See The Business Record, Nov.—Dec., 1949, for a more detailed 
discussion of the Agricultural Act of 1949. 


Butter will also continue to be supported at last 
year’s level of 60 cents a pound, wholesale value. This 
is about 8 cents a pound higher than the minimum 
required by the new law. 

Such high prices, in the opinion of many in the 
trade, result in lower consumption, with consequent 
huge stock piles. According to the head of one of the 
largest butter distributing companies, the government 
will have to buy “astronomical quantities” of butter 
to maintain the current support price. “If something 
isn’t done,” he said, “the scandal in butter will make 
the one in potatoes look tiny.” 

The original intention of Congress in setting such 
high support standards was to encourage greater pro- 
duction. But the supply-demand situation has 
changed considerably since last year. The five-year 
decline in the number of cows was reversed in mid- 
year. With a stable or possibly increasing cow popu- 
lation this year, milk production “probably will ex- 


Food Production Increases 
Quarterly Totals 
Poultry Products 


Meat Products 


HOGS 


Dairy Products 


MILK 


BILLIONS OF POUNDS 


EGGS 


BILLIONS OF DOZENS 
1947 


1947 
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POULTRY 
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Ist 2nD 


BUTTER 


MILLIONS OF POUNDS 
1949 
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350 200 
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Source: Department of Agriculture 
Note: Hogs and cattle, slaughter under federal inspection; poultry, receipts at central western primary markets, average for selected plants. 
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ceed the 1949 output,” according to the Department 
of Agriculture. 

Since fluid milk consumption is expected to de- 
crease or at best continue stable, more and more 
milk will be channeled into butter. The Depart- 
ment of Agriculture expects that production of butter 
will be “significantly greater than in 1949.” Stocks 
in cold storage, on March 1, moreover, were almost 
eleven times as large as a year ago. Of this 94 million 
pounds, approximately seven eighths are government 
owned. 


GOVERNMENT HOLDINGS HIGH 


To support prices last year, the Federal Govern- 
ment bought about a month’s consumption of butter. 
Only a quarter of it was sold. In addition, it pur- 
chased about 450 million pounds of nonfat dry milk 
solids or about half of total output. The total dairy 
purchase program cost about $135 million. A substan- 


tial portion of the milk was disposed of through for- 
eign supply and school lunch programs, but a large 
amount remains. 

There is no demand for dried milk on the export 
market at existing support levels, and no offer has 
been made to lower the price. As for the domestic 
market, the new law permits sale at not less than 5% 
above the support price, plus carrying charges. But 
in the event of spoilage, the law makes provision for 
disposal without charge. 

The Commodity Credit Corporation held that this 
latter situation existed in early February. Public and 
private welfare agencies are now asked merely to pay 
for transportation and take 170 million pounds of 
dried milk off government hands. 

Meanwhile, butter production continues about 7% 
above a year ago. Since prices remain at last year’s 
level, pressure on surplus will become increasingly 
serious. Thus far in 1950, more butter and dry milk 


Food Prices Decrease 
Prices as Per Cent of Parity, Quarterly Average 


Dairy Products 


Poultry Products 


Meat Products 
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solids have been purchased for support. Buying will 
increase rapidly during the peak production season in 
the spring. Just how much support the market will 
need is anyone’s guess. 


EGG SUPPORT LOWERED 


“Hens are laying their fool heads off” is the way 
one department official explained the necessity for 
egg support. In this case, the problem of surplus has 
become so acute that the government chose to drop 
1950 support prices 10 cents a dozen, or more than 
20% below last year’s average. 

This price represents 75% of the new parity for- 
mula, compared with 90% of the old basis for 1949 
supports. (For the relationship of the new parity to 
the old, see the table.) Discretionary powers were 
granted to the Secretary of Agriculture to determine 
at what level of parity, up to 90%, eggs were to be 
supported, if at all. 

Last year, price support cost $90 million for 207 
million dozen eggs—about 4% of all eggs produced. 
Much has been disposed of in exports, relief, and 
school luncheons, but, again, large amounts remain, 
adding to earlier stocks. 

Egg production now is setting new records, topping 
demand. It has been about 8% above 1949 so far, 
and some trade authorities estimate that the year’s 
output may top 1949 by about 5%—234 million dozen 
more eggs. 

One trade authority argues that “as long as the gov- 
ernment supports the price of eggs at present levels, 
there is no incentive for farmers to cull flocks, and 
smaller flocks appear to be the only answer to the 
egg problem.” 

How much of all this production will find its way 
into government support purchases is not yet clear. 
True, the price cut has increased demand, but it is not 
yet up to output. Unusually warm winter weather has 
spurred output at least temporarily, and in the first 
two months of this year government purchases for 
support have been running at twice the volume of 
early 1949. 


Who Wants Dried Eggs 


Dried eggs seem virtually unsaleable. In mid- 
January, government stocks were ordered for export 
at 40 cents a pound, or 90 cents a pound less than the 
government paid for them, and 56 cents below the 
current support level. Only a nominal quantity has 
been sold. For one thing, purchases are restricted to 
buyers not using Economic Cooperation Administra- 
tion or other government funds. Moreover, since for- 
eign governments are not in essential need of eggs, 
they are unwilling to pay United States dollars for 
them, regardless of the low price. 

The latest development is the government offer to 
give away the surplus. Public and private welfare 


agencies need only pay for transporting the eggs from 
federal storage depots. 

Aside from potatoes, the other single farm commod- 
ity which has caused the greatest controversial dis- 
cussion in and out of Congress is hogs. 

Hogs have only narrowly escaped government sup- 
port thus far through March. As early as mid- 
January, when marketings were unusually heavy, the 
Commodity Credit Corporation offered to buy pork 
products for support. But decreased marketings and 
seasonably higher supports lifted market prices, 
and as yet no government purchases have been made. 


WHAT OF HOG SUPPORT? 


Mandatory hog support under the old act—90% of 
parity—expires March 31. As permitted by the new 
law (effective April 1 in the case of hogs), the Secre- 
tary could support prices at anywhere up to 90% of 
the new parity formula, or not at all. Decision on 
the matter was delayed through mid-March, pending 
Congressional approval of a $2 billion increase in 
CCC borrowing authority. Expectations at that time 
were that hog supports would be set at only a few 
cents below the maximum limit, and about at last 
year’s level. 

At these levels what will be the effect of the new 
support measure on market operations? 

Pork products cannot be stored like potatoes. 
Under the original plans made in January, the govern- 
ment offered to buy smoked hams, shoulder picnics 
and bacon only—products which keep relatively well. 
Moreover, arrangements were made for immediate 
distribution to school lunch programs and eligible in- 
stitutions. But what will happen if the buying pro- 
gram has to be stepped up? 

In April and May, the bulk of the crop of pigs 
farrowed last fall will be coming to market. This 
crop is 10% greater than a year earlier. Market 
prices may start to drop below support levels. Large 
government purchases of frozen pork may then be 
necessary to support the government price. In late 
summer and early fall, another bumper crop of pigs 
will be coming to market. In all, about 7% more pigs 
will be marketed in 1950 than a year ago. 

Because pork is so perishable, the question of its 
support price brings the whole food problem to a 
head. 


Rose NamicuH 
Division of Business Economics 


Four Urgently Needed Changes in Federal Income 
Taxation—Reasons for eliminating the double taxation 
of dividends, for liberalizing depreciation, for change in 
the reorganization and trust rules and for prior approval of 
Treasury regulations by a Congressional committee before 
enforcement. By Roswell Magill, The Journal of Account- 
ancy, December, 1949. 
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How Manufacturers Use Their Cash 


ASH payments by business and individuals rose 
in February by 7% over the corresponding 1949 
period. This is the second consecutive month since 
August, 1949, that total debits against bank accounts 
were greater than the corresponding month a year 
earlier. (Chart 1 shows the course of bank debits 
during the period 1948-1950 as reported by the Fed- 
eral Reserve.) 

Debits made a sharp rise in the expansive years of 
1946-1948, then fell off during most of 1949. The pay- 
ment of cash for goods and services was evidently 
slowing down—a decline partly reflecting lessening 
business activity, partly price declines. This latter, 
in turn, acted as a cause of falling business. 

But many diverse activities are represented by these 
cash transactions. Concealed in the total, for example, 
are expenditures by businesses for raw materials, la- 
bor, taxes, dividends, temporary investments, etc. 
Also included are consumer expenditures made by 
check for goods and services, taxes, gifts, repayment 
of debt and many other activities. 

What are the diverse reasons for the cash expendi- 
tures and receipts of business? Does the cash position 
vary greatly with the size of the company? At present, 
statistics are available for analysis of these matters 
for manufacturing corporations only. (Estimates of 
cash expenditures and receipts appearing in the ac- 
companying charts have been made by THE ConrsrR- 


Chart 1: Bank Debits to Total Deposit Accounts 
Billions of Dollars 


130 


J Fa MES AD Minin: J J AGES OV :N~ 0 
Source: Federal Reserve 


ENCE Boarp from data of the Federal Trade 
Commission and the Securities and Exchange Com- 
mission.) Manufacturing corporations account for 
more than half of all corporate business. 

The total cash expenditures and receipts of manu- 
facturing corporations by asset classes are shown in 
Chart 2. A decline in expenditures has been taking 
place since the fourth quarter of 1948. The decline 
has been particularly sharp in the $5 million to $100 
million and $1 million to $5 million groups and less 
pronounced in the other groups. 

With the decline in expenditures has gone a decline 
in receipts. This parallel movement is evident through- 


Chart 2: Total Cash Receipts and Expenditures 
of Manufacturing Corporations, by Asset Size, 
1947-1949, by Quarters 


By Asset Class; in Millions of Dollars 


BILLIONS 
F 


DOLLARS 
19 


RECEIPTS 
100 & OVER 
EXPENDITURES 


eo 


2n0 =. 33RD 


1949 


Sources: Federal Trade Commission; Securities and Exchange 
Commission; THe Conrerence Boarp 


2nd 3RD 84TH 4tH Ist 
1947 


156 THE CONFERENCE BOARD 


April, 1950 


Chart 3: Cash Balance of Manufacturing Cor- 
porations, by Asset Size, 1947-1949, by Quarters 


By Asset Class; in Millions of Dollars 
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out the whole period shown in this chart. The pay- 
ments of manufacturing corporations are financed 
mainly by receipts during the same period; the cash 
balance contributes little to payments and rarely 
absorbs much of the receipts. 

Even when capital expenditures were high and 
rising sharply as in 1947 and 1948, cash balances were 
not drawn down to any appreciable extent since cor- 
porations acquired an appreciable amount of cash 
from the sale of government obligations. This was 
true of corporations in all size classes. 

Chart 3 brings this fact out more clearly. The 
only exception occurred toward the end of 1948 and 
in the first three quarters of 1949, when corporations 
with assets of $100 million and over showed a steady 
increase in their cash account. During the second and 
third quarters of 1949, the $5 million to $100 million 
-group and the $1 million to $5 million group exhibited 
good-sized increases in their cash balances. 

The increase in liquid assets is all the more striking 
if cash and United States Government securities are 
considered together as in Chart 4. The most striking 
group here is the largest, which showed a growth in 
these liquid assets from about $8 billion to more than 
$10.5 billion in the year and a quarter from the middle 
of 1948 to the end of the third quarter of 1949. 

Actually, the largest-size class is the only one to 
show this sharp upward movement. For the other 
groups, the inclusion of United States Government 
securities does not change the pattern exhibited in 
Chart 3. 


Between the two main classes of expenditures, the 
larger drop has taken place in the cash operating ex- 
penditures of manufacturing corporations; 7.e., in the 
amount spent on current salaries and wages, in pur- 


Chart 4: Total Cash Balance and United States 
Government Securities Held by Manufacturing 
Corporations, by Asset Size, 1947-1949, by Quarters 


By Asset Class; in Millions of Dollars 
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Chart 5: Cash Operating Expenditures of 
Manufacturing Corporations 
By Asset Class; in Millions of Dollars 
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chasing materials and on other current operations that 
require the expenditure of cash.1 (See charts 5 and 6.) 

Total nonoperating expenditures? seesawed, with 
little change in the aggregate. Expenditures on plant 
and equipment dropped, however. From a quarterly 
high of nearly $2.9 billion in the fourth quarter of 
1948, expenditures on plant and equipment fell to a 
little more than $1.3 billion in the third quarter of 
1949. In some degree, a similar movement is evident 
in all the size classes. 


THE DIVIDEND FACTOR 


While expenditures on fixed assets dropped sharply, 
liquid investments, particularly in United States Gov- 
ernment securities, rose. Since the third quarter of 
1948, manufacturing corporations have been investing 
heavily in government obligations. In the third 
quarter of 1949 alone, more than $1 billion of such 

1Operating cash expenditures consist of all cash expenditures for 
salaries, wages, materials, interest, fuel, power, office expenses, sales 
and distribution expenses. It is possible, of course, to incur costs 
which are allocable to the current period but do not require any cash 
outlay; e. g., taxes accrued currently but paid in some subsequent 
period. 

*Nonoperating cash expenditures are cash outlays for new plant 


and equipment, temporary investments, repayment of debt or the 
payment of dividends. 


Chart 6: Nonoperating Cash Expenditures of 
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securities were purchased, compared with about $350 
million in the same quarter of 1948. The two largest 
groups accounted for the bulk of the increased in- 
vestment in United States Government obligations; 
some of the smaller corporations disposed of these 
assets that they held in order to acquire cash. 

Dividend payments, of course, are one of the main 
factors accounting for nonoperating cash disburse- 
ments. They are a steady drain in every quarter. Up 
to the third quarter of 1949, cash dividends were about 
the same as in the comparable 1948 period and about 
18% above the first three quarters of 1947. For al- 
most all the quarters from 1947 to 1949, quarterly 
dividend payments were between 20% and 30% of 
nonoperating cash disbursements. 

In 1949, the payment of accrued federal income 
taxes was an important factor in total nonoperating 
cash expenditures. Up to the third quarter of 1949, 
about a billion dollars had been disbursed by manu- 
facturing corporations in order to settle their tax lia- 
bilities. 

Cash receipts from sales paralleled the decline in 
operating expenditures in the first three quarters of 
1949. After reaching a peak in the fourth quarter of 
1948—at the same time operating expenditures reach- 
ed their peak—cash receipts declined to $38 billion in 
the third quarter of 1949, a $5 billion drop. A similar 
pattern was exhibited by most of the size classes. 


(See Chart 7.) 


Chart 7: Cash Receipts from Sales of 
Manufacturing Corporations 
By Asset Class; in Millions of Dollars 
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The bulk of nonoperating receipts have been derived 
mainly from two sources—the incurrence of long-term 
debt and new stock issues. In every quarter since 
1947, manufacturing corporations have derived sub- 
stantial amounts of cash from long-term debt. But 
dependence upon this source evidently lessened 
in 1949. Stock issues have been contributing to the 
inflow of cash since the second quarter of 1948. 

Bank loans have not been used in any major way 
for short-term financing. In fact, the opposite has 
been true, and, except for the third quarter of 1949, 
manufacturing corporations have in recent years been 
reducing their bank debt. (See Chart 8 for total non- 
operating cash receipts.) 

Among the corporations with assets over $1 mil- 
lion, more consistent use of long-term debt is made 
than in the smaller companies. The latter were in 
and out of the market; in some quarters they repaid 
long-term debt, while in others they incurred new 
debt. No group made any regular use of short-term 
bank credit but each company evidently expanded 
or contracted its debt in relation to its needs. 


NET AND GROSS CASH FLOWS 


The gross flow tells from what sources corporations 
are acquiring cash and for what purposes they are 
spending, but it is the net cash flow (total cash re- 
ceipts minus cash disbursements) which measures 
the extent and timing of both cash absorption and 
release. The net quarterly cash flow in and out of 


Chart 8: Other Cash Receipts of Manufacturing 
Corporations 
By Asset Class; in Millions of Dollars 
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manufacturing corporations is shown in charts 9 and 
10. Aside from the evident point that the larger cor- 
porations tend to show larger amounts flowing in or 
out, two facts stand out. 

ee First, the cash flows of the largest corporations— 
those with assets of $100 million and over—are often 
nearly as large as all other size classes together. For 
example, the cash inflow of the largest size class came 
to $545 million in the second quarter of 1947. The 
cash inflow of all other groups combined came to $664 
million. In the first quarter of 1948, each of the four 
asset classes under $100 million showed a net disburse- 
ment of cash. But the $100 million and over group 
added $467 million to their cash balances. This was 


Chart 9: Net Cash Inflow and Outflow of 
Manufacturing Corporations 


By Asset Class; in Millions of Dollars 
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Chart 10: Net Cash Inflow from Operations and 
Nonoperating Net Cash Outflow of Manufacturing 
Corporations 
By Asset Class; in Millions of Dollars 
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nearly sufficient to offset the cash outflow of the four 
other groups. On balance, manufacturing corporations 
as a group showed a net decrease of $47 million in 
cash. 

There were only 111 manufacturing corporations 
with assets of $100 million or more at the end of 1946. 
While the number of such corporations has probably 
increased since then, it is likely that it is still quite 
small. The cash transactions of these companies are, 
however, tremendously important. 

ee The second point is the seasonal pattern that is 
evident in the cash inflow and outflow of manufactur- 
ing corporations with assets below $100 million. In 
these companies, there is a cash inflow during the 
second and third quarters of the year and a cash 
outflow during the fourth and first quarters of the 
year. This particular pattern is evident in four of 
the five size classes shown in Chart 9. The one excep- 
tion is the group of corporations with assets of $100 


million or more. This latter group failed to exhibit any 
pattern of its own—a fact which may be owing to the 
short period covered in the chart. 


CLEAR INDUSTRY PATTERNS? 


It is possible that the seasonal pattern evident in 
the smaller groups is due to the predominance of 
certain industries among the companies in the largest 
group and their relative unimportance in the smaller 
categories. For example, three groups—petroleum, 
iron and steel and transportation equipment—ac- 
counted for at least half the companies in the largest 
group. Whatever seasonal factors are evident in these 
industries are likely to predominate in the largest 
size class—and to be reflected in a negative sense in 
the other four groups. 

What effect has the flow of cash had upon the cash 
and working capital position of corporations? In 
particular, what has happened to the current ratio 
and the ratio of cash balances to payments of large 
and small manufacturing corporations? 


WORKING CAPITAL EFFECT 


A fairly decided difference is evident in the ratio 
of current assets to current liabilities of large and small 
manufacturing corporations. A spread of about .7 
exists between the current ratio of the smallest and 
largest corporations—a spread that is fairly constant 
in all the quarters and all the years shown in Chart 11. 


Difference between Ratio of Cash Balances to 
Payments and of Cash Balances plus United States 
Government Securities to Payments 


Millions of Dollars 


Corporations with Assets: 


Period 


1947 2nd quarter.. 
8rd quarter. . 
4th quarter.. 

1948 1st quarter... 
Qnd quarter. . 
8rd quarter. . 
4th quarter. . 

1949 Ist quarter... 
Qnd quarter.. 
8rd_ quarter. . 


Some exceptions, however, do exist in the steady 
upward progression of the current ratio from small to 
large corporations. In many of the quarters, the 
largest corporations show a lower current ratio than 
the next largest. This was clearly evident in the third 
and fourth quarters of 1948 and the first three quarters 
of 1949. 

Except for the largest corporations, the current ratio 
was higher in 1949 than in the two previous years. 
This is especially true for the medium-size corpora- 
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Chart 11: Current Ratio and Ratio of Cash Balances to Total Cash Payments 
of Manufacturing Corporations 
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tions, but less true for corporations with assets under 
$250,000. 

Moreover, there is a greater variability in the ratio 
of current assets to current liabilities of the concerns 
with assets over $250,000 from the same quarter of 
one year to another. For example, in the third quarter, 
the current ratio of corporations with assets below 
$250,000 rose very slightly from 2.2 to 1 in 1947 to 2.3 
to 1 in 1949. The current ratio of the $5 million-$100 
million group rose from 2.8 to 3.3 in the same period. 

There is little evidence of any seasonal movement 
in the current ratio. For the period shown, whatever 
seasonal movement there is seems to take the form 
of low ratios in the fourth and first quarters and com- 
paratively high ratios in the second and third quarters. 
Even this slight seasonal movement—if it be one—is 
lacking in the smaller corporations. 

No decided difference between large and small cor- 
porations holds for the ratio of cash balances to quar- 
terly payments. As a matter of fact, the differences in 
these ratios between size classes are so small as to 
make it unlikely that they are of any importance. 

The largest spread in the cash-to-payments ratio 
between size classes occurs in the second quarter of 
1947. In that period, the cash balance of the corpora- 
tions with assets of $250,000 to $1 million came to 


25% of their payments, and for the largest corpora- 


_ tions it was 35%. 


U. S. SECURITIES IN THE PICTURE 


This difference in the behavior of the two ratios for 
large and small corporations has the following signifi- 
cance. In measuring the working capital position of 
corporations by the use of the current ratio, the small- 
er corporations show up poorly compared to the larger 
ones. In measuring the liquidity of corporations by 
relating their cash balances to quarterly cash pay- 
ments (7.e., the amount of work that these cash bal- 
ances must perform), little difference shows up be- 
tween the large and the small corporations. On the av- 
erage, it appears that corporations hold in cash from 
about one fourth to one third of their quarterly cash 
payments. 

This picture is somewhat modified by considering 
cash and United States Government securities (the 
next most liquid asset) together. Now, the larger cor- 
porations appear to fare much better in terms of the 
ratio to payments. According to the table, the larger 
corporations consistently have had a higher ratio of 
cash and United States governments to payments. If 
government securities are included, the means of pay- 
ments of the $100-million-and-over class are nearly 
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doubled. The under-$250,000 class increases its li- 
quidity ratio from a little less than .25 to a little less 
than .30 on the average, if government securities are 
included. 
Frank GASTON 
Division of Business Economics 


Slight Increase 


in Consumers’ Prices 


ETAIL prices of consumers’ goods and services 
purchased by moderate-income families rose 
0.1% between December 15, 1949, and January 15, 
1950, as measured by THe Conrerence Boarp’s index. 
Increases were recorded in three of the major com- 
ponents: housing (1.0%), fuel (0.4%), and house- 
furnishings (0.1%). Clothing and sundries went down 
0.2%. Food, surveyed January 16, 1950, showed no 
change. 

Of the fifty-nine cities covered by the consumers’ 
price index, seven have lifted rent controls. Increases 
in the past twelve months for these cities are: 31.3% 
in Dallas, 29.9% in Milwaukee, 28.8% in Chattanooga, 
18.3% in Houston, 14.6% in Spokane, 14.4% in Green 
Bay, and 11.9% in Omaha—an average rise of 23.9% 
for the year. 

In the period from October 15, 1949, to January 15, 
1950 (rents are surveyed quarterly), the largest in- 
creases occurred in three of the decontrolled cities— 
Houston (13.5%), Omaha (11.9%) and Chattanooga 
(7.6%). Thirty-five of the fifty-nine cities showed no 
change. 

For the second time in recent months, the food 
component remained stable. As can be expected for 
this time of the year, the prices of most fresh fruits and 
vegetables rose in January—the greatest increases oc- 
curring in beans, spinach, lettuce and apples. Coffee is 
still rising, but at a declining rate. The increases were 
offset by large decreases in prices of poultry products 
and smaller decreases in salt pork, vegetable lard sub- 
stitute, bacon and canned peaches. The remaining 
items priced showed somewhat scattered changes or 


PRELIMINARY FEBRUARY FIGURES 


Preliminary data indicate that consumers’ prices 
for February 15, 1950, will show a decrease of 0.4%, 
bringing the index down to 158.7. Estimates for the 


month are: food down 0.8%, clothing down 0.3%, fuel 
up 0.2%, housefurnishings up 0.2%, sundries down 
0.1%. These preliminary estimates are based on com- 
plete data for selected cities. 


none at all. Since January, 1949, food prices have 
dropped 4.9%. 

The drop in clothing prices is a continuation of the 
trend established in the fall of 1948 and carried 
through 1949. In January, 1950, women’s clothing 
dropped 0.4% while the cost of men’s clothing re- 
mained stationary. This brought the combined index 
to 143.3, a 6.8% drop from January, 1949. The slight 
rise in housefurnishings in January, 1950, was owing 
to scattered changes (over the year period, there was 
a decline of 6.0%) . 

Higher prices of soft coal forced the fuel index up- 
ward for the sixth consecutive month. Over the year 
period, the fuel index rose 1.4%. The sundries index 
declined over the month because of a drop in the 
price of cleaning materials. Drug and tobacco prices 
remained unchanged. Over the year, sundries in- 
creased 1.6%. 

The weighted average of all items for January, 
1950, was 159.3 as against 162.9 for January, 1949— 
a decrease of 2.2%. The purchasing value of the dollar 
remained the same over the past month (62.8 cents), 
but gained 2.3%, or 1.4 cents, over the year. 


LEONARD TOBIAS 
Statistical Division 


Business Book Shelf 


Management Cost Control Manual—A reference book 
containing accounting definitions and cost principles for 
lithographic, letterpress and combination shops. The pro- 
cedure for interlocking the cost system with the general 
books is one of the special control features of the manual. 
Examples of journal entries and numerous forms applicable 
to the general and cost accounting departments are in- 
cluded. The cost procedure of a typical plant is illustrated 
in detail. Budgetary control procedure is outlined and 
reports to management are explained. Although a spe- 
cialized work, it is a good example of what one industry is 
doing to meet the twin challenges of increased capacity and 
intensification of competition through better accounting 
and cost control methods. By Frank R. Somers, C.P.A., 
National Association of Photo-Lithographers, New York, 
1949. Price, $12.50, plus 50 cents shipping charge. 


Standards and Labels for Consumers’ Goods—An exam- 
ination of the development and current status of standards 
and informative labels for consumer goods. Topics dis- 
cussed include an analysis of labels in current use and 
criteria for judging labels; development and use of standards; 
and grade labeling. A discussion of labels and standards 
that have been adopted by manufacturers of several classes 
of consumers’ goods is included. Standards and labels used 
for food products, clothing and household textiles, furni- 
ture, household equipment, building materials, drugs and 
cosmetics are reviewed. By Jessie V. Coles, The Ronald 
Press Company, New York, 1949. 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1950,” pages 38, 39) 


Percentage Change 


Item December, January, 12 Months, 
January December November October 1949 to pdt ia hie: 
1950 1949 
Industrial Production 
Total. (ERB) (S) 2 eee 1935-39 =100 4.2 -8.3 
Manufacturing (FRB) (S)........ 1935-39 =100 2.5 7.7 
Durable goods (FRB) (S)....... 1935-39 =100 -7.5 -10.5 
Steels 5. eee ee 000 net tons -3.1 -12.2 
Pig trons Sle sie sissies nts 000 net tons -7.6 -10.8 
Copper (refined)...........-.. net tons +21.6 -14.4 
Lead (refined)......... AVE, net tons 6.2 +2.4 
Zine (slab) nis. bi s's silos stele eaajere net tons 7.7 +2.4 
Glass containers............-.. 000 gross +8.7 -8.0 
Lumber: : tae seni staan million bd. ft. +5.8 -11.1 
Machine tools!............... 1945-47 =100 —23 .8 -13.6 
Machinery (FRB)............ 1935-39 =100 -14.9 -15.5 
Transportation equip. (FRB). .|| 1935-39 =100 +1.6 +0.6 
Automobiles, factory sales... .|| units +49.6 +30.8 
Nondurable goods (FRB) (S).. .|| 1935-39 =100 +2.3 -4.8 
Cotton ere ae a ae bales 734,186 734,013 771,833 725,602 +8.9 -13.4 
PWVOOE Pye cee REM i Mette eonieee million pounds n.a. 47.6 |r 47.3 49.7 52.3 +0.66 -9.0c —26.8 
Rayon ivarn* yin cue wate million pounds 78.1 79.7 15.7 74.9 69.8 -2.0 +11.9 -6.6 
Food ec rons (FRB) (S)...|] 1985-89=100 |p 158 ]r 159 159 |r 165 160 -0.6 -1.8 +2.0 
Chemicals (FRB) (S) Rees eae 1935-39 =100 251 |r 246 243 240 257 +2.0 -2.3 -5.5 
Newsprint, North American. . .|| short tons 491,286 484,726 527,452 509,001 496,250 +1.4 -1.0 +3.9 
Paperingi ciao saieon ve etentere % of capacity |p 98.7 90.4 98.4 98.0 94.6 +9.2 +4.3 -8.2 
Paperboard.) 35) seca. nen eects % of capacity 88 83 93 94 88 +6.0 0 -12.7 
Boots and shoes.............. thous. of pairs n.a. 34,141 |r 33,490 38,208 35,508 +1.9b -3.8¢ -1.5 
Cigarettes (small)?............ millions 29,292 |r 24,776 29,657 29,194 27,967 +18 .2 +4.7 +1.0 
Mining (FRB) (S).............-. 1935-39=100 || p 131 |r 132 141 112 149 -0.8 -12.1 -13.2 
Bituminous coal.............. 000 net tons 31,277 |r 36,028 |r 44,623 |r 10,307 48,800 -13.2 -~35.9 27 4 
Anthracite 52/7 occes cece: 000 net tons 2,914 2,746 4,653 | > 4,975 8,722 +6.1 -21.7 —25 .2 
Crude petroleum®............. 000 barrels n.d. 5,024 5,210 4,997 5,688. -3.6b -11.7c -8.4 
Electric power’. ....5...000)eee00 million kwh 5,954 5,836 5,545 5,450 5,761 +2.0 +3.4 +8.6 
Construction’ 27.40..63.6 canes one coin 000 dollars 730,855 929,030 957,761 | 1,061,751 482,984 —-21.3 +51.3 +9.9 
Heavy engineering—Public®........ 000 dollars 121,856 96,626 69,249 68,205 | 84,003 | +26.1| +45.1] +19.3 
Heavy engineering—Private®....... 000 dollars 107,013 76,087 78,057 70,166 57,454 +40.6 +86.3 +9.9 
Distribution and Trade 
Carloadings, total*/ oo, 62), cle Setn. thousand cars 603.1 623.2 666.7 587.2 710.0 -3.2 -15.0 -15.9 
Carloadings, miscellaneous‘*........ thousand cars 312.8 307-9 315.4 320.8 842.5 +1.6 -8.7 -12.5 
Retail trade (NICB) (S)........... 1935-39 =100 n.d. 322.7 316.1 $10.6 327.9 +2.165 -1.6¢ -1.9 
Department store sales (S)......... 1935-39 =100 282 293 276 276 295 -3.8 4.4 -5.7 
Variety store sales (S)............. 1935-39 =100 228.0 |r 235.4 223.1 212.1 232.6 -3.1 -2.0 -0.6 
Rural retail trade (S).............. 1929-31 =100 n.d. 360.5 329.1 307.5 386.1 +9.5b -6.6¢ -9.0 
Grocery chain store sales (S)’....... 1935-39 =100 358.0 |r 361.9 365.6 358.8 366.0 -1.1 -2.2 +0.8 
Magazine advertising linage........ thous. of lines 3,261 2,838 3,645 4,464 3,410 +14.9 -4.4 -8.2 
Commodity Prices 
All commodities (BLS) faa aiveee ae 1926 =100 p 1651.6 151.3 151.6 152.2 160.6 +0.2 -5 .6 —6.2 
Raw materials’ sisters ste Mole 1926=100 p 160.1 |7 159.7 160.4 160.3 169.3 +0.3 -5.4 -8.2 
Semi-manufactured articles....... 1926 =100 p 144.9 144.7 145.1 145.3 160.4 +0.1 -9.7 4.9 
Manufactured products.......... 1926 =100 p 148.2 147.9 148.1 149.1 156.2 +0.2 -5.1 -5.2 
Farm products..............+-.- 1926 =100 p 155.3 155.3 156.8 159.6 172.5 0 -10.0 -12.1 
Foods. .. Weve ls alka oldie: dlevetalotate alates 1926 =100 p 154.7 155.7 158.9 159.6 165.8 0.6 6.7 -9.9 
Sensitive industrial (NICB)‘........ 1929=100 141.6 143.5 146.7 139.4 151.4 -1.3 -6.5 -11.2 
Sensitive farm (NICB)‘............ 1929=100 166.9 167.3 161.8 167.3 175.4 -0.2 4.8 -19.2 
Retail prices; 15). oe est cee 1935-39 =100 n.a. 184.4 ]r 185.7 185.6 192.5 -—0.76 —-4.2¢ -2.6 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-39 = 100 135.1 132.7 129.1 127.3 121.0 +1.8 +11.7 2.4 
dustrigls, fsa.) hose eke ils 1935-39 =100 142.6 140.3 186.5 134.4 127.3 +1.6 +12.0 -2.3 
Railroads Ag oie foja've'iuhe te chor ahel al auaverevel er 1935-39 =100 107.8 101.0 96.2 97.6 105.9 +6.7 +1.8 -15.9 
teres ee eo cite sctarete manele 1935-39 =100 105.8 104.1 102.6 | 101.2 94.2 +1.6 +12.3 +1.3 
Totalno. shares traded N.Y.Stock Ex.] thousands 54,738 47,565 36,443 | 36,071 26,212 +15.1| +108.8 -10.0 
Corporate bond yields (Moody’s)...|| per cent 2.83 2.86 2.89: 2.90 3.0 -1.0 -6.3 -4.0 
Financial Indicators 
Bank debits, outside New York City® million dollars 56,374 60,493 53,339 54,413 55,651 -6.8 +1.3 -2.8 
New capital corporate issues....... 000 dollars 553,190 | 314,693 82,931 441,179 | 457,479 +75 .8 +20.9 -21.6 
Refunding issues...........5.¢008. 000 dollars 107,975 105,250 35,125 90,958 1,295 +2.6 | +8,237.8 +45.7 
Comm., industrial and agric. loans‘.|} million dollars 13,860 13,864 13,760 13,580 15,396 ° 0 -10.0 -5.6 
Total personal i income (S)®.... billion dollars n.a. 211.5 209 . 4 207.0 217.0 +1.06 -2.5c¢ 0.2 
Money in circulation, end of month. million dollars 26,940 27,600 27,543 27,407 27,580 -2.4 -2.3 -1.9 
SAdjusted for season variation  1Shipments *Consumption; cigarette consumption measured by taxpaid withdrawal Average daily ‘Average weekly SF. W. 


sEngineering News-Record—average"weekly 


to, December, 1949 cPercentage 


change, December, 1948, to December, 1949 
ations in length of haul and amount loaded. d. 


7Grocery and combination chain store sales 8140 centers 9Annual rate 


eEstimated  n.a.,Not available 
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aDecember, 1948 
pPreliminary 
rRevise: 


j 


bPercentage change, November, 1949, 
*Value as traffic indicator subject to vari- 
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What Executives Say: 


Simplify Tax Collections 


Air Conditioning Equipment 


“The following suggestions we feel would lighten the 
burden of complying with tax regulations: 

e “Set up a uniform tax base among the various states, 
cities, etc., with respect to sales allocation and distribution 
of income. 

“J. The present tax structure is based upon the greatest 
amount of tax to be collected within the state, city, etc., 
irrespective of its inequity upon the taxpayer. 

“2. Under the present system, a company can pay tax 
on more than 100% of its income for any year. 


e “Simplify the collection of pay-roll taxes using a com- 
bined table for withholding of income tax and social security 
tax. 

“1. The Controllers’ Institute has presented a workable 
plan to Congress with respect to the above. 


e “Make the state the taxing body within the state and 
also the distributing agency to the various cities, town- 
ships, counties, etc. 

“1. Eliminate the many tax returns prepared for cities, 
etc.” 


“The real solution would be a uniform system of tax assess- 
ment and collection by a single state tax agency, which 
would apportion the tax revenues equitably among the local 
political units.” 


“The burden would be somewhat eased if the laws of the 
various states were sufficiently similar to permit the same 
type of returns and the presentation of comparable infor- 


mation.” 
* * *% 


“Like Topsy, this service has grown from year to year, 
and is such an ingrained part of our organization that only 
an elaborate study would result in a reasonably correct 
answer. The time was when the treasurer would fill out a 
federal tax return in about fifteen minutes, attach a small 


check and call it a day.” 
* * * 


“Although we have been greatly concerned over the cost 
to us of paying taxes, we believe this cost in the eyes of 
many taxpayers has been magnified. By this I do not mean 
that we are happy to undertake this obligation, but I do 
feel that if we did not do so but relied on the various gov- 
ernment agencies to determine our liability we would find 
that our aggregate cost was way beyond what it is under 
the present system.” 


Automobile Equipment 


“Our tax people feel that there is one area in particular 
which imposes unnecessary burdens and duplication and in 
which great improvement could and should be made. We 
refer to the necessity of preparing independent income tax 
returns for those states which impose a state income tax. 
We feel very strongly that the state income tax report should 


be based on the federal tax report. If this were done, the 
report would involve relatively few figures, which could be 
taken from the federal return without the tremendous 
amount of duplicate work now required.” 


“T would suggest that some effort be made to simplify the 
tax returns and if possible to have them on a uniform basis. 
It would also seem desirable to reduce sales-tax and use- 
tax reports from one each month to quarterly, or perhaps 
semiannually in cases where small percentages of the sales 
are subject to such taxes.” 

“We suggest the elimination of the monthly filing of diesel 
tax reports as required by the states of Massachusetts, 
Pennsylvania, Ohio and New York. In lieu thereof, it is 
suggested that quarterly or annual returns be filed, inasmuch 
as very little income is derived from this tax source.” 


* * + 


“The cost of filing these returns has been increasing each 
year and it may be that this cost will continue to increase 
should present taxing trends continue.” 


Electrical Appliances and Supplies 


“We believe a far more satisfactory basis could be de- 
veloped which would place the collection of all taxes in the 
hands of the respective states, and let them redistribute on 
some agreed upon basis to the various counties, cities, and 
townships.” 


“We believe there should be regulations to provide for 
fewer and more simplified reports, but we don’t know how 
practical that would be.” 

* * * 

“The trend of cost of compliance with taxation laws is 
upward. The most troublesome feature is the growth of 
city and state taxes on sales and wages.” 


Ce 


“New York is the worst state for number and complex- 
ity of tax reports.” 


Electrical Machinery 


“We do feel that federal, state and local sources of revenue 
should be clearly defined so that the different units of gov- 
ernment may be restricted in types of taxes they may im- 
pose. Likewise it would be extremely helpful if tax laws in 
the different states, and in the counties and cities within the 
states, were standardized.” 


“Our only suggestion in lightening the burden of these 
tax regulations is to restrict the petty taxes of the various 
municipalities by having a clear-cut definition of tax re- 
sponsibility between the federal, state and local govern- 


ments.” 
* * * 


“We detect a definite trend of superimposing an income 
tax in those states which have only a sales tax; and in 
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those states which have an income tax but no sales tax, of 
superimposing the sales tax.” 


Foundries 


“An immense saving in time and costs to the taxpayer 
and the government could be effected through the elimina- 
tion of audits of income tax returns by internal revenue 
agents in cases where corporations have regular audits made 
by certified public accountants, who also prepare the in- 
come tax returns and sign them.” 


“Some time might be saved if the various Social Security 
and unemployment reports were filed semiannually or an- 
nually, instead of quarterly as is now required.” 


“Any elimination of overlapping and duplication of re- 
ports which go to different departments of the government 
(reports are frequently quite similar), would be a great 
relief in time and money.” 


*. %. % 


“At present, two separate deductions are made by em- 
ployers in each pay period in order to withhold the Federal 
Insurance Contributions Act taxes and income taxes from 
employees’ wages. These should be combined in a single 
withholding tax. This would save taxpayers a considerable 
amount of clerical time each pay period.” 

“I believe the difficulties could be materially helped if 
an equitable tax structure that was simple and effective in 
its operations could be devised by qualified tax students.” 


Industrial Machinery—General 


“Our greatest burden is in complying with a multiplicity 
of conflicting tax requirements. If the various tax authori- 
ties could agree on a uniform set of requirements, the work 
of the tax department could be lightened to a great extent.” 


“From a purely cost-of-compliance standpoint, we find 
state and local taxes our greatest burden. Our corporation 
is qualified in twenty-eight states (including state of 
origin) and the District of Columbia, and in the filing of 
the several state and local tax returns we note a lack of 
uniformity in forms and regulations.” 


“The most important suggestion we can offer to lighten 
the burden on business in complying with tax regulations 
would be standardization of returns by the various states.” 

“We believe that the burden of complying with the tax 
regulations would be materially lightened if all states would 
endeavor to make their tax laws and regulations more uni- 
form. Of course, the goal we should all strive for is sim- 
plification of the laws, regulations, and the forms on which 
reports are required to be made.” 


SET ee: 


“We view with concern the continuing imposition of new 
taxes, which can only add to the number of returns filed 
and increase the cost of maintaining tax records and filing 


tax reports.” 
* * * 


“The elimination of any taxes would, of course, be a help, 
but the trend recently has been to more types of taxes rather 
than fewer. In the case of withholding taxes, such as federal 
withholding on income, Social Security, various states’ 
withholding on income and a city wage tax, we are merely 
acting as a collection agency for the federal, state and local 


governments; and we offer the suggestion that it would be 
in order for employers to receive a credit on their own 
taxes as compensation for their collection services.” 


“Tf all balance sheets and statements of income called for 
in the state returns were in form similar to the federal re- 
turn, a great deal of labor in preparation could be saved. 
Some states do follow this practice.” 


Industrial Machinery—Specialized 


“We believe a general overhauling and simplification of 
both federal and state tax laws should be accomplished at 
the earliest possible date.” 


Bree) Le 


“An allowance to the taxpayer in connection with the ex- 
pense connected with withholding would not be out of order.” 


Instruments and Controls 


“Study and consideration should be given by tax authori- 
ties and industry, to the problem of simplification that 
would produce economies for both government and industry.” 


“The development of more uniformity in the sales and 
use taxes applied by cities, states, and counties across the 
country should be developed.” 


“The scope of the Federal Government should be re- 
stricted and some uniformity of taxation, method of com- 
putation, and reciprocity between jurisdictions should be 
created.” 

* * * 

“Perhaps most annoying to us has been the trend toward 
sales and use taxes imposed by various taxing authorities. 
States, cities and even counties have gone in for this form 
of revenue raising and, in general, are passing on the cost 
of collection to industry. The tax cost to industry may be 
small because the tax is passed on to the consumer. But 
the cost of compliance is very high in relation to the rev- 
enue raised. Collection is in small doses of perhaps a few 
cents or dollars each on thousands of transactions. There 
is also the cost of record keeping and correspondence as 
well as the intangible cost of acquiring the knowledge re- 
quired to understand and interpret the many, many differ- 
ent state and local regulations.” 


“The innumerable state, city, county, etc., sales taxes are 
quite burdensome. If it were a flat application, the work 
would be easy, but inasmuch as it involves the work of 
clerks, we have to have prepared a thick, almost-a-book 
manual in order to create simplified instructions that take 
into consideration all the exemptions, exceptions, and varia- 
tions that occur from state to state and city to city.” 


* %*+ 


' “We feel that withholding should be abolished not only 
to ease the burden on the employer, but also to create a 
greater awareness of the tax situation on the part of em- 
ployees.” 


Machine Tools 

“About the only suggestion that we have for lightening 
the burden of complying with tax regulations is the com- 
bining of the Social Security tax and income tax for de- 
duction from wages in one amount.” 

“As far as income taxes and property taxes are concerned, 
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‘they are reasonably definitely outlined so we have no par- 
ticular suggestion about them, but the sales taxes are in a 
class by themselves. We cannot understand why it is neces- 
sary to collect the taxes from the vendors instead of collect- 
ing directly from the purchaser, since the tax is against the 
purchaser. The taxing unit, whether it be state, county, or 
city, in collecting from the vendor, must have two or three 
times as many returns to check as if the tax were paid 
directly by the purchaser.” 


* * * 


“The present trend, if continued, means that corpora- 
tions are not only taxpayers but have become tax collectors 
as well. First, we are compelled to withhold taxes from the 
employees’ pay to be turned over to the Federal Govern- 
ment. Then the states followed along with this plan, and 
now cities are asking the same thing.” 


uo Wehe a> 


“Another complaint has to do with the computation of 
franchise taxes for various states. The multiplication of 
state taxes is only the beginning. Each state has its own 
interpretation of what constitutes sales for its state. For 
example, in Ohio, if orders are accepted in Ohio and goods 
are shipped from Ohio, they are Ohio sales. In California, 
if business is solicited in California and shipped from any 
state into California, they are California sales. Georgia 
says that sales solicited by a salesman in Georgia are 
Georgia sales regardless of the point from which they are 
shipped or the place to which they are shipped. This is 
only a part of the system of double taxation that is being 
built up. It is unfair both to the corporation and to the 
consumer who must eventually pay the bill.” 


Mining and Quarrying 


“A lightening of the effort necessary to file tax returns 
could result from greater uniformity among the various states 
in the data required on unemployment contributions. Our 
tax people feel that simplification of the federal tax code 
and regulations could go far toward lightening the load, and 
would save some of the time now consumed in reading and 
keeping up with the code and regulations, which are very 
voluminous. I understand that a movement is afoot looking 
toward some simplification.” 


Office Equipment 


“There should be more uniformity between states on 
taxes that are common to all states having sales, use, indi- 
vidual income withholding, corporation income, unemploy- 
ment, and other taxes. More understandable language in 
the descriptions of the tax laws would also help. There 
should also be fewer exceptions and variations in sales and 
use tax laws. Moreover, returns, especially those for cor- 
poration income and franchise taxes, should not be so 
complicated.” 


Railroad Equipment 


“Simplification of the various tax laws, uniformity of 
treatment in the various states and elimination of over- 
lapping fields of federal and state taxation would lighten 
}the tax burden. A good start could be made toward sim- 
plification if the states would adopt uniform tax laws as 
they have with negotiable instrument and other laws. There 


could also be uniformity in the administration of sales and 
use taxes. Dissimilarity in unemployment taxes is another 
source of trouble. One would think that these laws, being 
fostered by a federal law, could be uniform in administra- 
tion. Uniformity in state laws would save considerable time 
and expense in the preparation of income, sales and unem- 
ployment tax returns. Because of economic and social dif- 
ferences, no two states could have identical tax systems 
but where states have taxes which are similar in principle, 
they could be made similar in administration.” 


“As to federal income taxes, if the statutory concept of in- 
come were made to coincide with the accounting concept, 
a great deal of red tape could be eliminated.” 


Steel 


“Deductions for federal income taxes are the heaviest 
burden of any particular tax work we do, although from a 
nuisance point of view there is also a heavy burden con- 
nected with the various state sales and use taxes.” 


“The multiplicity of federal, state, and local tax regula- 
tions poses a serious problem and burden on _ business. 
Some of the changes publicized as being in the direction 
of simplicity work the opposite for a corporation. A case 
in point is the new combined method of reporting Social 
Security and withholding taxes on the same form and pay- 
ing such taxes monthly. Previously, the Social Security 
taxes and returns were filed quarterly. This change in pro- 
cedure necessitates a great deal of additional work.” 


“Greater uniformity of the tax codes of the various states, 
clearer and more specific instructions and regulations, and 
a general simplification of the tax structure of both the 
federal and state systems would greatly help overburdened 
corporate tax departments.” 


C Ja 


“The whole tax filing and payment burden becomes in- 
creasingly heavy as the years go by.” 


Miscellaneous Metal 


“The type of tax return that causes us more work than 
anything else is the use and sales taxes resulting from the 
ever-growing theory of state government. The subterfuge 
used by various states in imposing a use or sales tax in 
interstate commerce is a vicious and extending practice. 
The costs involved in this practice include not only those 
of preparing and filing returns but also those that extend 
into our various factories. These latter arise from require- 
ments of charging taxes on certain types of transactions and 
the necessary coding and accounting that goes along with 
the work.” 


“Generally, some standardization of tax forms used by 
states for income, and franchise taxes measured by income, 
would be helpful and time saving.” 


“Uniformity of state statutes and standardization of tax 
forms would greatly lighten the burden of complying with 
tax regulations.” 


“Doubtless, some relief would result if changes in Jaws 
relating to new taxes or changes in existing taxes could be 
drafted so as to allow sufficient time between the passage 
of the laws and their effective dates to enable the taxpayer 
to become familiar with their requirements and work out 
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a method of operation in a more orderly and economical 
manner.” 
* * * 

“The cost of tax work has been on the increase in recent 
years due to increased legislation and refinements in the 
requirements.” 

* * * 

“Tn order to make people realize the cost of government, 
we should do away with all taxes other than on income, 
and make this latter a direct single tax, not withheld, etc., 
to be divided in different proportions to the local, state, and 
national governments, in sums determined by their needs, 
etc.” 

“IT fear that the withholding tax on individuals is really 
becoming a hidden tax and that all employees think of their 
salary as net of the tax deduction rather than on a gross 
basis.” 

“Some uniform basis acceptable to all states for com- 
puting allocation formulas would be very helpful and 
save considerable time and effort by both the taxpayer 
and tax commissions charged with administering the laws.” 


Building Materials and Supplies 


“The great number of taxes multiply the taxpayer’s cost 
of compliance. Economy in government which would per- 
mit elimination of less important revenue-producing taxes 
would help somewhat in lightening the load.” 


* * * 


“Tt does seem that we should have a more compre- 
hensive tax system and not be forever burdened with so 
many separate taxes on various departments of our organ- 
ization. We make every effort to comply with all rules 
and regulations issued but I seriously doubt whether any 
corporation is free of every violation.” 


Chemicals 


“The cost of tax reporting could be decreased by (1) 
simplifying federal tax laws, regulations and administra- 
tion; (2) unifying tax structures, along with administra- 
tive and regulatory requirements, as between states; and 
(3) acceptance by the states of copies of certain federal 
returns rather than requiring reports on special forms.” 

“Consolidating the numerous taxing bodies in many of 
the states in which we operate would help reduce the cost 
of collecting taxes and the expense of those of us who must 
pay these taxes.” 

“The burden of complying might be substantially light- 
ened if there were more integration of the type of infor- 
mation required by federal, state and local municipalities.” 


ch Ae * 


“There seems to be a definite trend to expand state 
and local sales and use taxes. For a company such as our 
own, these taxes have a very considerable nuisance value, 
while producing little revenue for the agency imposing the 
taxct 

“With the present trend toward a city sales tax, a city 
earnings tax, etc., we have little hope of reducing the 
number of returns that must be filed.” 


“Our accounting and legal expenses have pyramided in 


recent years, very largely as a result of the interminable, 
procession of reports, claims, etc., which arises from the 
ordinary conduct of business across the country.” 


Food Products 


“Changing the old-age benefit return to semiannual or 
annual would save much time. One state (Rhode Island) 
requires only one report a year of taxable wages paid. If 
all states would adopt this method, much time and work 
could be saved. In another state (Connecticut) we file three 
separate reports. There is no reason why these reports 
could not be combined. In several states, the number of 
tax bases could be reduced. In Pennsylvania, for instance, 
we pay a franchise tax based on a composite ratio of 
tangible property, wages and receipts in Pennsylvania to 
our total of these items applied to the value of our capital 
stock. We pay a corporate net income tax based on the 
same percentage allocation. As on the franchise tax, we 
pay a corporate bonus tax based on the capital employed 
in Pennsylvania. It would seem readily possible to reduce 
the number of returns and simplify the methods of cal- 
culations and still collect the necessary taxes.” 


“We believe serious consideration should be given to 
eliminating or consolidating some of the overlapping taxes 
imposed by the federal, state, and local taxing authorities, 
so as to curtail the requirements of filing numerous returns.” 


“Make all pay-roll reports annually or semiannually in- 
stead of quarterly.” 

“The burden of tax work is increasing instead of de- 
creasing. One taxing jurisdiction could combine several of 
its requirements into one return, such as state income, 
franchise and annual report. City, county and school dis- 
tricts could combine property tax assessments into one 
return. Duplicating licenses of several different taxing jur- 
isdictions, such as a wholesaler’s license for state, county, 
city and school district, could be combined. 

“Periods covered by returns could also be lengthened. 
Licenses could be renewed every six years instead of an- 
nually. Sales tax collections and liability could be reported 
annually instead of monthly or quarterly, with payments 
quarterly on estimates only. The franchise tax could be 
paid on a triennial basis. 

“Requirements for information should be reduced to 
the minimum. 

“Withholding should be confined to federal taxes. 

“Nuisance taxes which duplicate the function of other 
taxes imposed by other jurisdictions should be outlawed. 
If the state is licensing under police powers, the city 
and county should not be allowed to duplicate such licens- 
ing.” 

“One hidden cost of handling taxes that is particularly 
difficult to estimate is that of collecting sales taxes on 
each one of hundreds of thousands of sales transactions in 
states in which we operate and which impose a sales tax.” 


“Adoption of a uniform method of income determination, 
both as to definition and apportionment for state tax re- 
turn purposes, would facilitate matters. Also, a single 
propery tax law would provide uniform workable defini- 
tions of value, and would eliminate arbitrary and constant-, 
ly changing equalization factors. Finally, uniform state and 
local fiscal policies would expedite matters appreciably.” 
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Leather and Products 


“The adoption by more cities of sales taxes or income 
taxes has increased our work out of proportion to the work 
involved in filling in forms. It means that we must main- 
tain separate records of business transacted in each of these 
cities with reference to the income of our various salesmen. 
It is also increasing the work in our retail stores and leased 
retail departments.” 


Paper and Products 


“The integration of quarterly withholding tax and federal 
OASI reports, effective January 1 of this year, is a 
move in the right direction. Even so, employers are still 
required to prepare and submit two separate and distinct 
earnings records for each employee.” 

“The burden of complying with tax regulations would be 
sonsiderably lightened if (1) sales tax laws and the income 
und franchise tax laws of the various states were uniform in 
sstablishing a base; (2) the net income for the federal 
ncome tax return was used as a starting point for state 
‘ax returns as is presently done by New York state; (3) 
social security reports were filed annually instead of quar- 
erly.” 

x * * * 

“The multiplicity of federal and state taxes has more 
ecently been made greater by new local pay-roll and 
nachinery taxes.” 

* * * 

“The Federal Government should either abandon the 
inemployment tax and permit the states to levy a nominal 
yay-roll tax to cover the administration of their respective 
mployment tax accounts, or integrate it with the OASI 
eturn. Both taxes are levied on the same wage base.” 


etroleum 

“Tt would help to have fewer separate taxes, even 
hough the total tax liability remained what it is. It 
vould also help to have a central reporting and collection 
wency with respect to certain types of local taxes. Provi- 
ion for this method of reporting was made in Act 246 
assed by the 1949 Pennsylvania legislature.” 

“Qur tax department makes the following suggestions 
yhich they feel would lighten the burden of complying 
vith tax regulations: 

“1, Statutory provisions might be made more clear 
and definite and in sufficient detail in order to per- 
mit uniform interpretation by the Commissioner, tax- 
payer, and the courts. ; 

“9. More uniformity between federal and state income 
tax laws. 

“3. More uniformity in state laws with regard to fran- 
chise, income, sales and use, property tax, etc. 

“4, Extension of the time period within which tax 
returns are required to be filed. 

“5, Abolishment of city income taxes. 

“6, Up-to-date auditing of tax returns. 

“7. Elimination of nuisance returns. 

“8A uniform interpretation of tax regulations ap- 
plicable to interstate business.” 


“We believe that costs are going upwards as govern- 
ments in the lower levels invade tax fields formerly re- 
served for the greater instrumentalities. For example, im- 
position of sales taxes and income taxes by counties, cities, 
or smaller instrumentalities presents problems of sales 
and income allocation many times more difficult of solu- 
tion than would be met in the same tax imposed by a state. 
It would appear, therefore, that if the various fields of 
taxation were marked ‘out and reserved to the several lev- 
els of government on the basis of practicability, business 
could expect simpler, clearer administration and lower ac- 
counting costs.” 

“We suggest that a considerable simplification could be 
effected by adopting a uniform return form for use at 
the various levels of taxation. This admittedly would re- 
quire uniform laws to accomplish. We think that con- 
siderable improvement would be achieved through changes 
in auditing techniques.” 


* * * 


“The largest part of our time and costs incident to 
maintaining tax records and filing returns is in connec- 
tion with federal income taxes. This is owing principally 
to the ever-changing Treasury regulations. Depreciation 
rates allowed by Treasury engineer agents are seldom the 
same as used in our accounting; hence two sets of records 
on depreciable assets are needed. If our tax laws and regu- 
lations were so written and administered as to permit tax- 
payers to prepare returns and pay taxes on the basis of 
their books of account (with certain major adjustments) , 
provided taxpayers consistently adhered to generally ac- 
cepted accounting principles, there would be a great saving 
in time and costs of maintaining tax records and preparing 
returns.” 

“A sizable burden is borne by industry today by reason 
of serving as tax collector for the sales, income and wage 
withholding type of tax. However, I am inclined to 
feel that collection at the source is accomplished with a 
minimum over-all cost to the general economy. If ad- 
ministration were entirely in the hands of the taxing au- 
thorities, the yield from such tax would be substantially 
lessened by increased enforcement costs, plus tax avoid- 
ance and evasion—all of which would entail a further 
increase in the tax revenue required.” 


Rubber and Products 


“The tendency has been to make the manufacturer or 
employer the collector of taxes from his customers or his 
employees. In fact, in relation to such items as the with- 
holdmg tax, a great many in business have assisted in 
fastening these duties on themselves and their fellow busi- 
nessmen,” 


Textiles and Products 


“We think that everything should be cut in half, as 
a starter, and be more simplified, more reasonable, and 
more easily understood.” 

“The only basic remedy for reducing the ever-increasing 
flood of tax requirements and the expense of compliance 
is to find a way to curb the mounting and apparently in- 
satiable greed for more tax revenue by practically every 
taxing body in the country.” 
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“It would be most helpful to manufacturers in general 
if there were some standardizations in the various tax 
forms and more common bases for calculating the various 
taxes.” 

* * * 

“Tf the present trend continues, it does not seem at all 
impossible that some day our factories will be small an- 
nexes to our office buildings, and the major work performed 
by the company will be in production and filing of gov- 
ernment forms.” 


“At present, most taxing bodies are doing more and 
more poaching on each other’s preserves. The result is that 
a large business must pay the same kinds of taxes to many 
different taxing bodies.” 

* * * 

“About all that any business can do is to keep informed 
regarding the requirements of the multitudinous laws, to 
meet these requirements with as small a staff and as 
little expense as is consistent with safety and efficiency, 
and to pray for a happier tax future.” 

* * * 


Miscellaneous—Nonmetal 


“Tt would seem that if there cou'd be more unification 
in the methods used by the various states on their returns 


Business 


Graphic Budgets—This book describes a novel budgeting 
system which, by the use of a simple graphic device, pictures 
the probable outcome of a company’s plan of operation. 
The procedure outlined can be used by a small business 
as an independent budgetary system or by a large cor- 
poration as a visual supplement to their regular budget. 
By Wilford J. Eiteman, Masterco Press, Ann Arbor, Michigan, 
1949. Price, $2.50 (10% discount if cash accompanies order). 


Business and Government—Fourth annual report of the 
Council of Economic Advisers to the President analyzing 
the relationship between business and government. Govern- 
ment Printing Office, Washington, D. C. Price 15 cents. 


The Economic Report of the President—Contains the 
annual economic review by the Council of Economic Ad- 
visers and a summary by the President, together with his 
legislative recommendations. Government Printing Office, 
Washington, 1950. Price 50 cents. 


Retailers’ Manual of Taxes and Regulations—Contains 
summaries of federal and state laws of special interest to 
retailers, such as occupational and excise taxes, chain 
store taxes, wage regulations and fair trade acts. Edited by 
Paul C. Olsen, Gladys M. Kiernan and Arthur Pite, Institute 
of Distribution, Inc., New York, 1949. 


The Analysis of Cost-Volume-Profit Relationships— 
Second in a series of studies in the relationship of cost and 
volume. N.A.C.A. Bulletin, December, 1949. 


—something we know the National Tax Foundation has} 
been working on continuously during the past years—some 
relief might develop.” 


“Tax regulations should be greatly simplified; and, of 
course, if the nation is to live, the tax burden must be 
greatly reduced.” 

“We suggest that fewer returns and reports be required, 
forms simplified and standardized, and that the volume of 
information required be reduced to a minimum.” 

* * * 


“Right now our company (a small one) is faced with the 
necessity of employing additional administrative talent 
to handle tax problems, all of which simply adds to the 
expense of doing business and serves no useful purpose from 
the standpoint of operating the company for the benefit 
of its stockholders.” 


* * * 


“The entire tax structure of the country could very 
well be completely overhauled and certain base principles 
set up which could be uniform with whatever taxing body 
is levying the tax.” 

* * * 

“Some of the cost could be reduced if annual returns 

were required, instead of monthly or quarterly returns.” 


Book Shelf 


Control Charts in Factory Management—Emphasizes 
the usefulness of statistical control to factory executives, 
foremen and inspectors. It provides the theory and formu- 
las necessary for sound use of control charts, and discusses 
the organization and application of a statistical quality- 
control program. By William B. Rice, John Wiley Sons, Inc., 
New York. Price, $2.50. 


Twenty-First Boston Conference on Distribution, 1949 
—‘‘Distribution in a changing market” was the theme of 
the 1949 session. Texts of more than twenty talks given 
at the meeting are included in the minutes. Retail Trade 
Board, Boston Chamber of Commerce, Boston, 1949. 


British War Economy—tThis introductory volume of the 
United Kingdom Civil Series, “History of the Second 
World War,” covers the period to the invasion of Nor- 
mandy. The series will explore the social, economic and 
administrative experience of the war as distinguished from 
the more customary diplomatic and military treatments. 
The authors have access to official records. By W. K. 
Hancock and M. M. Gowing, His Majesty's Stationery 
Office, London, 1949. 


Competition Among the Few—An attempt to provide a 
comprehensive theoretical framework for the analysis of 
market structures which lie between the extremes of pure 
competition and monopoly. The author concludes with 
the types of antitrust policy which he feels follow logically; 
from his analysis. By William Fellner, Alfred A. Knopf, 
New York, 1949. Price, $5. 
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